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ABSTRACT . - ^ , . 

This, report examines various^ school finance issued 
raised by the California case of Serrano- v. Prietet. Chapter 1 fo.cuses 
on the issue 6f local control;. it discusses four methods of' providing 
state aid tc^education iiT terms of how, they affect local .control of 
schools • Ch'apter 2 analyzes- different remedies for inequitable 
distribution of fund§ and cbnsiders the* pros and cons of approaching, 
the problem through* the iederal courts, state courts/ or state 
legislatures • ^ Chapter 3 discusses implications of the t school finance 
question for t$e, .funding pf otljet: public services, sucii as police, 
fire* $nd water. % Chapter 4 examines, the ro6t cause of the school * 
'finance 'problem — the disparities in property wealth that exist 
between diffgxefct districts.* (<IG) t - 



v v 



r 



rvl 
o 

I — I 
Q 

Uj / 



US DEPARTMENT OP HEALTH, 
V EDUCATION A WELFARE . 

\ - NATIONAL INST|TUTE«0E * 
\ v tOUCATION 

tMIbi OOCUMENT HAS BEEN RE.PRO 
OUCEO CXACUY A$ RECEIVED f-ROM 
THE PERSON OR ORGANl2ATtON„OW<GlN . , 
AT\N£lT TOiNTsqi VIE Af.OR OPINIONS-* 
STATED 00 NOT NECESSARILY REPRE * 
SENT Of I fClAl NATIONAL iW^TiTUTE Or 
EOU<A**ON POSmON OR POUCY 

* . v 



FROM. SERRANO TO SERRANO 



fc3 




. Report Nuniber^FA 

1 Prepared by the ECS Education Finance CentfK 
Department of Research and Information Serviced 
Russell B. Vlaanderen, Director 



Education Commission of the States 
Denver, Colorado 80203 
Wendell H. Pierce, Executive Director* 



7 



0 / 



April 1975 



BEST COPY AVAILABLE 



4» 



H 

{s. 

O 
O 



Additional copies of this report may be obtained for $3.50 
from the Education Commission of the States, 300 Lincoln. Tower 
I860 Lincoln Street, Denver) Colorado 80203,' (303) 893-5200 



r 



V 



> 



: : ' TAfftE O? CONTENTS 1 ©; ' 



preface .. . . . 'I .\. . : , J i1 



7> 



INTRODUCTION' " . J 



in- 



'< CHAPTER I — LOCAL CONTROL* THE LAST VESTIGE? 1 

» State. Aid Formulas and Local Control •» . .. • .'. .. 1 



Full State Funding, . . * , .3 

' Foundation' Programs 1 - - .. .. " „ 3 

,*t Percentage Equalizing : ., ! ".. 4 

'District; Power Equalizirig . .. t . 4 

' The Retention, of Local Control as a "Legitimate State Purpose" - ... . 5 ' 

, '* CHAPTER. II — * THE REMEDY FOR INEQUITY . .. .■ 7 

•-' • Federal Courts, Local Authority .. .. 7 

'State Courts; State Legislatures ■ % 9 

v CHAPTER Ili— POLICE, "FIRE, WATER • .... , ; ? .13 

*N Sri Tne Dist.ind.Qon^ Betwepn/Sei-vic.es v . .C * 14 

„ Dividing^up the Ad Valorem Property Tax> ... ... ...A. < j 15 

• '. '■ • How-C^Eqiialization Occui^ * 1'7. 

CHAPTER IV -p\THE .''WEALTH-RELATED" DISPARITIES ...« 21 

' . -V ^districting- ,-. ^ \ ; 22 

. 'Energy Development^ Problems ..'.j. .'* ^..t.. ' „ ' .,..25 (* 

' .« | Po&r, Little. Rich 'District";..... .' ; * "... " . " 26 * 

' * TaxcAdminlstratidn^TJiseqiiaTizing Factors;'.'.'. ? . .] .26 * 

\ % Assistance to* yStafes: FederaL Involvement : . . * . ..28 

• Statewide' Property"; Tax \ ... ;. y-~. . '30 

APPENDIX r— FULL STATE ^FUNDING — AGRUMENTS r. 

^tro.and con :. '.. ■ 4 33 

''APPENDIX II — FULL. STATE FUNDING »IN" CANADA . • ' ♦ : 36 

. APPENDIX III — 'EQUAL PROTECTION J... ...... ' .' ' 38 

APPENDIX IV — FEDERAL JUDICIAL SYSTEM >' 
. . - (U.S. CIRCUIT COllRTS) , ' A 39 

APPENDIX V — CALIFORNIA FOUNDATION PROGRAM 
, . AS gOF AUGUST 3G\ 1971 " x ll 40 

APPENDIX VI H CALIFORNIA FOUNDATION PROGRAM • 
AS' OF APRIL .10, 1974* " '■ . . • ^ * 

APPENDIX VII -L ^ASSISTANCE TO- STATES FOR ' " \ 
STATE* EQUALIZATION PLANS :. N \. *; 42 



ERIC . 3 



s 



< ■ 



if 



. • * PREFACE \ • . 1 

" " *' • ^> * 1 

t This report examines some schodl finance issiies plaguing legislators and educators across the 
country Needless to say, the problems are enormous and no easy victories' have been found. WitK 
the perspective provided irere, we hope that new solutions to old problems may be one small step 
closer, . * f ft * 
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INTRODUCTION 



The impact of Serrano*, was felt 'acutely across the nation. Legislators and educators either in- 
tensified their efforts a\ achieving equalit) 01 speculated on what might be expected o{ them. Gov- 
ernors - and their aides watched for ramification of the California case. Study groups, commissions, 
advisers from university faculties, staVsticians, State revenue departments, tux: administrators and 
teacher organizations wfcre alerted. School finance'as a critical government issue had come into its 
* ' own. I ... * 

The Serrano* Case ' " V . ' * ' ♦ > • 

(1 T ^ € S V' mnQ pJ aintiffs alleged that the California's school financing scheme created "substantial 

• W disparities in the equality and extent of availability of educational opportunities: 2 and thus (ailed to 

meet the requirements of the equal protection cluise of .the 14th Amendment to the U.S. Constitu- 
• tion, as well as <reqiiirments of the California Constitution. * > ' - 

% Also: as^a result of this financing scheme, the plaintiffs* had to pay more taxes than taxpayers 
in other districts' to receive .the "same or lessei ^educational opportunities afforded children in those 
other districts/' 1 j , ^ * 

* * * * ' x * * * 

k ^ Further, plaintiffs claimed that controversy "existed between the parties "as to the validity and 
constitutionality" of &e school financing system. The defendants filed a general demur i en — a legal 
form of t£e qu&tion/"So&'hat?' v By this question the defendants are, in effect, admitting that certain 
material facts could be tru£, but are asserting tliat no Jegal controversy existj. » 

- m The Superior Court of Los Angeles agreed witlj the defendants and dismissed the case. The plain- 
tiffs then appealed *o the state Supreme Com t. This court '^was to determine the sufficiency of^tlic 
complaint- against the demurrer. In other words, it had tq determine whether the substance ^of the 
complaint demanded more^of a response than,, "So what?" . * 

' Even if tile material facts as set "forth m thfc coutplair t might have been true, the, court had 
to decide whether they would be illegal Jif .proven trfUE^ The? court ruled that .since the California, 
law/being chaJlengeti was 1 shown to be constitutionally defective and the plaintiffs werfc.injured by* 
. dus, they hatiocause of action. In August 1971, the California Supreme Court sent the case back to 
" the Superior Court of Los Angeles with directions to overrule the defendants* demurrer and try the. 
case on the facts alleged. Two months .later, the Supreme Court modified its* opinion and clarified 
its. position. * $ % a ' ' 

This would be a irial on the merits, meaning that procedural questions were out of the way 
and it was time to get" down to business. The trial started in December, 1972. Meanwhile,. the Cali- 
fornia Legislature enacted two -laws. Sb 90 and AB 1267, whiclj agpiesented at legist some effort to 

reform the school financing system. * * \ 

, i . • 

Also during this time\ the U.S. Supreme Court handed, down , its decision on Rodriguez, which 

precluded' using die 14th Amendment for the plaintiffs case. These matters were bro.ught .wittiin 

the scope .of, the nevy tri^L The c6urt's» holding. "Plaintiffs are entitled to a judgment." Judgment was 

m accordingly entered in 'Aiigust, 1§74. ; * * ' * 

* • * . ' 

,\ The state 'was given six years to comply. The court heard evidence of ways in which inequities 
might be overcome, There were several approaches, but the court indicated no preference. It had set 
^ the standard of fiscal equity th^t the state financing system must meet. - 4 

Organization^ofThis Report - • « * 

The following ^chapters identify some of the issues raised. by this case. First, there is probably 
no monfc debated issue than local control. The first chapter examines font methods of 'providing 
^state aid to education in terms of how much local control over schools is letained or,, forfeited in 
* their application. The local control issue is closely tied to public opinion and interest in the 
schools. The major concern is whether it is possible to achieve statewide equity, in dollars" spent ftfi 
education without sacrificing the traditional local interest in policy and spending. > . 



se 



second i hapten an«il>/cb vatious leiueJies foi Inequitable distribution of funds. Legislative 
action is the ultimate reinedv. But -tan this remedv best be achieved tlnougji tlic legislatuie itself or 
'through a couit; mandate? In a fc*\ states, the impetus for legislative action has conre from, the 
courts, in others, from concerned legislators and* education groups. The circumstances Within each 
state are controlling, but the pitfalls^aud progiess in othei stated are illuminating^ 

The thhrfl ihaptei 'considers equalization of other public services police,* fire and water. 
•These, will be critical legislative topics in the ueai future and have emerged as «*• diiCct result of 
the school finance*' case. * 

^Thc las l ai cm for discussion, The Wealth Related Disparities,." probably # lia* the most general* 
significance. Equalization of school finance cannot piacticajlv comq about. if revenue sources are in 
sufficient. Soirfc perspectives on property tax are presented. • « < . 

> 

w - ; - • Notes / " / " J 

I VrvunoV Pnest. "i Caj. 3d 581. 487 J\2d 1941. % CaL Rf>tr 601.(1971)* ' c 

Z Id 'at VH). 487 PAI at I2J4. % Cat. Rpti\ at GOI. ^ • ^ * » i 

3. Id at :>9l. 487 P.2d at 1245. 96 Cal. Rjito at 60n * • f i- • * 
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'( LO^AL CONTROL: THE LAST VESTIGE? 



The most frequently discuVed issue arising out*of the Serrano decision is its implication/ for 
centralization .of control of education at die state level.. There is an admonition about- the use or 
understanding of the phrase -"local control." * •* « 

Control may be termed "governance" and ma\ exist M\ either the stoic or local level 01 concur-' 
-ently at both levels. The fear is that Serrano will result in state coutipl of education, with a subse- 
quent loss of local autonomy, to whatc\ci. degree such aMono.m now exists. Governance may b£ 
thought of in three ways: control of educational policy, conuol of educational' spending, or as some 
combination of these. A 

Control of educational policy^and' spending regained Luge!) insepaiablcas long as our nation 
jyas piedominantl) agrarian. Local communities xiccii'cd uhat the) could spend for their schools and 
what would be taught and by whom. It is uuTikel) dial the) uould ha;e tolerated*any intrusion on 
that control, beyond -the annual visitation by a count) superintendent of schools. 
* * • $ - 

But population growth and the rise of laige in ban centers began to separate the two concepts of* 
spending and policy, In the !<f70s, approximately from .the time Serrano was filed, there has been 
a continuing, subtte, but' far reaching mo\einent to bung" the two concepts back together. This has 
not been - happening in the courts: Most comt decision';, ha\c tended to go the other way and -separate 
policy* from spending. - t 

%. * 

The remedy sought in the school finance cases is squal educational opportunity. Local control is 
posited as a justification for not achie\ing, at lea&t not h unediate'Jy, equal educational oppoi t unity,. 
To sidestep momentarily, the idea is frequently presented that the quest for'equal educational oppor- 
tunity, focusing on unequal distribution of puGlic lesouices, staitdd a long time ago^with tlie segre- 
gation -cases .and has been the logical Yesult of lhoion v. Board of Education: Originally appearing in 
the South, and more recently in the Noah, the jesjstancc to desegregation'ordens has perhaps streng- 
thened the notion that "we will run our schools the way we uant to." 
* *<*• . « 

The local control aigumeht also vtas voiced in the educational policy of the Nixon Administra- 
tion. In the President's Message <to Congress on'Educational Reform iu March, 1970/he stated: 

I am determined to see* to it tl)at the flow of power in education goes toward, 
and not away from, the "local community. The diversity and freedom 6/ edu- 
cation ifi this nation, founded on local administration and state responsibility, 
* * _ > must prevail. , ■ ' \ m 

0 • ■ / • 

THt STATE AID FORMULAS AND 'LOCAL CONTROL \ , 

^ It Is possible to begin with the generaJiz^tion that the Serrano-type decisions require that states 
^upe a much greater role in financing public scljgols. In the minds of many people, it follows that 
i£ the state is to be the moving factor in finance, 'less control of schools will remain at the district 
level. * . + v v " 

'If ofie were to poll the America*n public on the question, "Do you -believe "power and control 
reside at the source of funds of any government undertaking?" the results would probably be over- . 
\tfielmingly positive. This is a concept soundly lodged in American political thought. It helps to ex- 
plain why it is politically difficult to effect the distribution of school funds at the state rather than 
at the local level. The states that made major reforms in, their methods of educational funding 
found their Initial plans for equalization subject to compromise at best and to total defeat (Oregon, 
% 1973) in some cases. 
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JccI S. Ecike, then of the Syracuse Universit) Research Corporation, advised educators and 
legislators: . . y w „ ■ • ■ * v " - 

. . . dpn't.get lost in the debmc over local control. Wc all £now.that poor ditr 
• . tricts have no real choice and that even Yn* richer districts the fdea of uh* 
trammelled' local determination of education policy making^is a myth. I think 
tfjab the "only way to survives to start exploding that myth and specifying 
just what is meant by local control and what kinds of prcrogatives^may shik% # 
and ^hat kinds will not under the new law. There is no one here who doesn't 
* know that wc are in a -maYblc cake world, not a lSyer cake, world. That is, » 
governmental functions are not stacked neauy by level of government but 
* ' aic interspersed with different kinds of influences exercisbd by each level of 
government. There arc influences of a federal nature, a state nature, a local 
nature and an interest^ group nature operating now in every school district * 
in the .country. 2 * " y v 

It is our purpose to penetrate^ the real issues involved in local control. Myth it may be— wc leave 
that undecided — but it is in essential' consideration in school finance reform. 

In recent decades, the American citizen has been deprived of meaningful waysio affect the cir- 
cumstances that control his life. As a taxpayer, he was a silent supporter of a war he. had not elected to 
Lght. He was forced to deny himself tiaveUand to be inconvenienced ,by an., energy crisis which he 
Jo ubted exited except for ptofit w motives. intimidated- by corporations, negotiaJrions in the Mideast 
.and a suspect media, the American was close to bdng overcome ^ith/a sens<: oQhclplessness. It ap- 
" pearcd that his vote was not what won elections. The las: Vestige of cpntrol, perhaps the only icmain 
ing pjace for his voio? to be heard, was in matters relating *to the local school. 

^^Paienu and inteiestcd citizen^ began. a pilgrimage back tb*the schools either as part of a com 
in unity 'group* a parent advisory group, teacher aides 01 even xtsWudents. A community School Center 
Development Act was intioduccd in the 92nd Congress. It wasrUter incorporated into Title IV of 
the Elementary and Secondary Education Act as §405, ant] the language is illustrative. 

~ I % ' 

(b) Tn* recognition of the fact 'that the school, as rh£ primci educational 

f . institution of the community, is most effcc\^vq when the school (involves the 

. , people pi <hai community in a program designed to fulfill their education 

needs . . J* ; * *~ b 

■ V - \* 

In Alum Rock, California, mmi school Boards jweie formed. In Denver, Colorado, paients joined 

groups to save schools from a&andonmcnt and others maiched to protest the U. S. District Court's 

desegregation drdefcs. ' « \ . v 

One s voice epuld still be heard. One could assert a , protest. One could vote yes or no on a local 
nd issue, while he could 'not vote on.- the sale Qf ;vheat to' Russia: . 




'Public school bond elections reflected the concern over local matters and .schools. Voter ap- 
proval is required in most of the states. \ J \ + . M ^ 

The percent of c-ltxtions approved in. fiscal *|pr 1973, 56.5 percent, is ? 
1 sizeable increase from the 47.0 percent approved in fiscal year -J4J72. Since: 
a> fiscal year 1968, wfien dV.6 'percent p£ bond issues were approved? there had v 
h^cn decline in the percent of proposed borid issues approved,, reaching ^ 
thcUOweSf levels in fiscal gears' 197} and 1972 (46.7 and 47.d pek^njr respec- 
tively) . Toe $23 'billion par "value pf school bonds a'pproved (56.6 percent 
,of the amount proposed) tor fiscal ypar 1973 is an increase of;6&3 percent 
over the S1.4 billion approved in fiscal ycar.1972. 4 * * 

* * ' " , * 

Th*e schools were still well in the gtasp of the^locai public. It would not be easy to wrest con- 
trol from localities, if that were called for, and turn it'.oycr to the v state. 

' ' * *"* , 

The new awareness of inequity, brought before the public by media leports of Serrano and Rod 

riquez, underlined the- varying^tieatmeni of stiiuol children between school districts. Districts with 

, high property valuations and generally with h>w£i tax raies could support the best schools available. 

These districts were threatened. Would local self-interest luve to give way to those "other" districts? 



These, Jedmgs cdAt»;buted iq 'the political dipiate ^rbunding school finance reform. Closely 
relaxed to economic facto. . public fea*s were a major ingredient in the process that^ent on in states 
trying to implement refc- t* , u * , * * t 

The following sections rev iew four formulas thai many States have~prepared-<*r adopted, with em- 
phasis on thtfre'tention or loss of load control^The more local control apparently retained in the 
proposed formula, the greater number of states that adopted it, the lesTer control, the fewer states. 
'But this is not- to say that the assessment of control made prior to adoption was necessarily acctrrafc. 

' . " FULL STATE FUNDING . . : \ 

Political 'expedient) discourages legislators from sponstjring bills for implementing full s*ate 
funding Although it ma) be the jdeaj means of achieving jtrue equalization (a child should be en- 
titled to*equal share of a state's wealth for his eduction) , tM state .funding is open -to defeat on 
the argument of loss of* local control. However, if a bill for aril state funding is carefully prepared 
and properly drafted, the much'feaved loss of local control may not necessarily occur. The. public 
would need a carefully planned campaign for acceptance. " * * * * 

Arguments on * oth sides of the issue of full state funding were" identified in a study by the 
University of the State of New -York for the New York State Education Department. 5 " 

t i"he arguments were so CL$ently stated btfaTdiev, appear in full in Appendix I, page 33- In gen- 
eral, the arguments for; full state funding ire (1) equalization, (2) property tax relief, (3) the inv 
proveiiient by. cqiurali/ation of property tax admiimtrdtibn. \l) efficiently Sued cflistricts, (5) a more 
productive tax base and (6)* accountability. Interesting enough', another argument is that full state 
. funding would help to achieve more local control. The theory Is that local boards relieved, of money 
concerns .could devote themselves to program considerations. This" points, up. the fact that there are 
different kinds of control and -that- policy, and spending are severable. 

The New York study presenilis arguments ^agairist full state funding'entirely in Verms of loss 
of local cbntrol. The study emphasizes (1) jhe elements of mediocrity resulting from equalization, 
(2) big government takeover, (3) loss of the leadership of outstanding school systems, ^(4). redistribu- , 
tion of income from .the suburK (5) rigid allocation formulas limiting community jn novations and 
(6) future total funds for education .being reduced. - * . * . 

Another excellent illustration of the concept of full state funding is the experience of the provi- 
dence' of New Brunswick.* New Brunswick adopted! full state funding and has had several years ex- 
perience For a more complete discussion of the New B,unswick experience, the reader is referred to 
Appendix II. page 36. \ ' 

In an examination of full state funding from the siandpo'int of 'local autonomy it is to be 
observed that the greatest criticism of this plan is the lack of. community participation. But it -must 
i>e recognized tl^at the courts are concerned mainl) with per pupil expenditure differentials, not with 
where governance uill lie. This compels the legislator to be perceptive as to where local discretion is 
to be desired*and how to achieve equalization as well. 

' ' , "FOUNDATION" PROGRAMS , ' 

The greatest amount of local control exists in states 7a*majorit,y) that apply the ".foundation* 1 
system, but these systems-fail to achieve inlterdistrict equalization. 

In general, a fixed level of per pupil*expcnditures is determined by the state and may vary be- 
tween clemen tar y arid secondary levels. This fixed amount r> multiplied by the number (Average 
Dail) 'Attendance, ADA, or Average Daily Membership, ADM) of students in a district. Subtracted 
from this result is the amount produced by the lota! tax effort. Local tax rate is determined by multi- 
plying the total assessed valuation of the property in the district by a minimum tax rate (which is 
also state prescribed) . The difference obtained from the subtraction constitutes the amount of state 
aid allocated to that district. This amount reaches up to thti "foundation"' goal, a minimum per-pupil 
expenditure. 4 

A sjmple 'foundation formula as it is stated in Alabama is: y 

State Aid = Cost of Minimum Program — Uniform Local Support. 6 

" * • • V 

,3 

c v : s 



In this }Ktittiu!.ti loiuuila the Cost oi Minimum Pio^i.uu" is deli iniuitd by iost fattens., 

teacher salaries, cost of ti. importation, cost of othu opu«itiu& expenses and capital outlay. The- cal- 
culation dl pach o,f thest iosts is bjstd on various anoilntfng measurements, such as "leacher,* lits/' 
"Uniform Kpcal Support" is detennirud in Alabama as in scvcial other Southern states on the basis 
of an economic it ...v The total state wealth is taken into ai count and each county's percentage pf 
that wealth, figured on the basis* of its assessed valuation and six other factors, is considered. The 
statutoiv \Icu:k ol 5 onc hall ol>,oiu pcuciil is multiplied b\ the state s total sahiatiou. I he (Sroduct 
is thjuauuntiu u1 momwjutt will be distubutt.il among the counties according to their previously 
calculated abiRtv to pay Additional state aid is distributed orr. a pei capita b.Tsis from the "Public 
School Fund. ' ,>s * . 

Lwn thtui^h^ieitatu Lutois stub as the "loundalioif 01 ''minimum program'' expenditure* 
amount ami tlic Utviatc arc piesuibed, interdistint equalization has Act neci ssai ily occurred. The 
local distiiet still ma> have voter leeway and will be encoiuaged to tax itself further. Of course, this 
will depend lajgely on the district's ta.\ ba>c<aud the attitudes of the property owners toward educa- 
tion support, ' ' * 

There arc limits as to how -far the district 4 w\ go. D* ^ient-staujvs fia\e devised means of limiting 
expenditure^ particularly in relation to the previous years budget Ytnd taking into account tile in- 
flationary trend. However, there is a great deal of discretion at the district level. y > 

If a child had his choice of place to be educated in a state with a ' foundation" system, he wotild 
be well advised to, find a wealchy jaibuib, wlu'eh nuy not be subject to tax limitations imposecPpn 
some, municipalities and uhieh has a \ci> high assessed valuatidn. He coultl expect to find this sub^. 
ui b peopled with well educated professional t)pes who do not piotest .spending for schools, at least for 
then own eblldreiL Because most ehilchen do not ha\e sueb a choice, Serrano and Rodriguez occurred. 

x\nothei defect o,f the "foundation"" system is <hat the amount of expenditure pei pupil is typi- 
cally a conservative figure and below a practical level of support. 

* • . \ PERCENTAGE EQUALIZING 

States tint have a "percentage equalizing" foi inula foi allocating state aid do little more towards 
reaching equalization than those with the "foundation"' type appioaeli. "Percentage equalizing" re- 
quires the election of a "key disti ict ," 'which may.iangc from a distiiet with the* highest assessed valu- 
ation down to a distiiet With an aveiage assessed^ aluation. The state then contributes an amount,, 
:c. c a "percentage"* ofjhc hieal budget, wliTcTT adjusts foi the relative poverty of the district. Vestiges 
of this effort of equalizing remain in' New York and Rhode* Island. T his system is comparable .to 
, the foundation svstcm inasmuch as it per mi ts # a* local ihoue in the matter of desired expenditure. 
Also, it has the effect of reaching "up to" a minium m and ranks low ifj achieving equalization. 
Vj . . * * > 

DISTRICT POWER EQUALISING / 

* *\ - y 

The application of a formula that, appears to come th v closest to both retention of location-' 
trol and equalization is that of "district power equalizing/' * ' • 

Nearly synonymous with "resource equalizing.*" "guaranteed tax base' and "capacity equaliza- 
tion," it ckuotcs the .ability of ifistiiits 01 subunits to determine their own lc\els ul spending inde- 
pendently of the size of the district tax base. » . ^ * 

About 20 states have adopted a pqwer equalizing foi inula. Michigan was one of 10 slates that 
enaUed suil.^r^systcrn in 1973. Its application ofJthe\c principles *is stated in the following formula. 

State Aid - $39,000 (1971 75) _ Local Per- Pupil V?luatjg0Sf Local Tax Rate 

This formula was embodied' in Public Act 101 of 1973, Tlie^nactmeht set $38,000 as the valua- 
tion behind eaih student for the >ears 19f3 7 h increasing 510,000' for the school year.i975-7& * 

Districts wit|i. assessed \aluations in excess of the statutorily set valuation are not required to make 
any "rccaptuic" payment to the state. They simply will not receive any state aid. Only three percent 
of the districts were above the set level In, 1972-1973, and "recapture"' would have been insignificant' 

■ < r - . 

10 ..... 
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Ifetruts niched .ml l»| u,, to 22 mills In HJ73 71. aiitflhis will go up. to &-niflls in 19.7?-75. After 
1975. there is no limitation on the" amount of rennbnisalile inillage, ... 



'I he M ffliigu if foi inula also "equalized coustuutioiuand debt service costs. 

- Some state ud Tormulas aie highly coippftx. Some. do not full) ^equal^e.. There are criticisms 
. leveled on the grounds that district t powa equalizing is nut* tiff to metropolitan areas where many 
a/her {uiblic services besides jlic„uho6l% must be^po: led. The subject of municipal overburden will 
icceive special attention yi Chapter III. : v t - 

• * rhe question keeps arising as to. \\fiethci tiie judical niandatc ot statewide educational ..quality 

and unifprihity of ueatinent/or jdl the school childien o'f California can be nVct under a school finance 

• * ^system that permits as much local leeway, as district power equalizing. 

}** ? m essential Icatuic atpowci equalization is the maintenance of local school * 

' . *t " hoard. authority ui the .nfcis of educational tax and expenditure decisions 

, . * while making these decisions independent of the si/c of local Iqx, souiccs. In * 
^dvoidiing Xhis position ihc Coons group state, 'There .exists no body of 
. • VxJkmWiuc Jcmoii^iiaiing the superiority of the- insights of state-level ad- 
- tiiiuistiatiou in dctcr'iiining the educational needs of children.' 1 Local school 
■ . . bpaids aie probably bctte&qualificd to implement educational goals consistent 

, * "* w»h the* pietcienccsoL their -local constituencies thanks a 4 statewide board. 

" ' * l- oss <>* P"i ^string control iniglu make local boards mere transmitters ol 

' ; rM>lk\ dt Mate levels. ,» ' 

\\ ; * •/ . . \ \ ^ m " 

The issue for legislators may ultimately be not one of detciniining which' formula. umII be the 
uiost:jike»y to perish a. reien* t>f Jotal controls nluie iiiaNiim/iiig its equalization potential, but, 
lather where -are the greatest sources pf levbnue. " , 

^0 \Irtn Hic;krod. professoi of educational administration at Illinois State University, in School 
7/MMiirr in T umutton, states: *, . < ' m 4 

, " * Ev-en a formula with relatively weak equalization effects will .nevertheless 

^ . , equalize matters great (y between the po6rei and richer districts if enough- 

' - t iliofiey (lows through it. e *" 

> I UK RKTJuN? I ION OF LOCAL COX 1 ROL \s A "LEGITIMATE H I A I K PURPOSE*' 

Hie defendants in the bemno case were oi)Jiged ko defend the validity of the existing public 
school Khlmcing sys cm. Defendants were the state and local officials and agencies that held the dele* 
gated autlWity to administer , thai system The attack against the system -was couched in tenns of 
denial «f «nKdj)joi«iioii as that uJiuept is ciiibodidfin the, V\ma[ States (Amendment Nl\') and 
, ■ t * California ^Constuh^ons. (Art. I. §11 and $21.) • * 

x , VVhilc litigation was in the cSrly stages in Caliloinia, the U. S. Supieme Court announced its 
decision hi -Rodriguez, which upheld the Texas piogiam of public school financing. It found no 
denial" ofr equal protection inasmuch as the sysicin ^,as not so iiiational as to be invidioilsly dis- 

. , rfimiiwoty.'^ Standards the toilit applies in\-ihe deteimination of equal protection arc usually 

. * . diawu hom piecedeut. I he lioy'iigiicz (ouit decided: 

t 

The cotistiiutioual standard uudci the Equal Pro lectin clause is whether 
the challenged" state action lationall) furthers a legitimate statt? |iurp^se or 
interest. McGjnnts v. Royster, 410 U.S. 2G3, 1973. We hold that the Texas 
plan abundantly satisfied this standard. ,f » f 

I-lie key words aic^'legitimate state pin pose". That pluise in Jtodrtfptcz refers to :he retention of 
-local control, * * 

While assuring a basic education, ioi every child in the state, it permits and 
entourages a large measure of participation in and control of each district's 
i ' * schools at die local level. 11 * 

•*o 

However, Justice Thurgood Marshall, in his dissenting opinion refers to: 

, . . the state's purported concern with local control is; offered primarily as 
an excuse rathei than a> a justification for iutcrdistrict' inequality. Ti 

ERJC tl ' 



He continues, . ' v . , ^ 

^ " ■ * 

In Texas, statewide laws regulate in fact ,the most minute details of ^ocaK 
public education. For example/ t^e state prescribes, required courses.^All text- % 
books must be submitted for state approval, and only agproyed' textbooks . * 
ni«i\ bemused. The state lias established the qualifications necessary for.tqaclv * * . 
ing in 7<E&cas public schools and the procedures* foi obtaining certification. > > 1 
The state has even legislated 011 the length of the school day.' 13 1 t 

The defendants in Serrano had formulated their positipn "before Rodriguez was decided. 

i 

The compelling state interest advanced by the school district defendants be- 
fore the Serrano court to support the pre-SB 90 and AB 1267 fiscal" system 
was California's policy to strengthen andL encourage local responsibility for „ . 

• control of public education. This policy, said 'the defendants, had two^ S?v 
pects: (I) the granting to local school districts of effective 'de'cision-making 
power over the administration oi* Aheir schools and (2) the promotion of \ 
local fiscal .control over the amount of money to be spent on education. 

In rejecting said defendant's contentions, the Serrano court made two points. , % 
One was that if an assumption were made that decentralized financial deci- 
• sioi) making was a compelling sfatc interest, it was a cruel illusion for th*. 
I>oor school districts because, ur\der the school financing system, such dis-* 
tricts could not freely make a choice to tax. themselves into educational ex- 
cellence sinccrthe tax rolls did not provide such a mdans. The second point 
ntadc by the Serrano court-was that state school financing method could still 
leave the decision making power in the hands 6f the' local sdiool districts. 14 / 

"'■ /.' 

Notes * /" 
* ■ / 

I. lUouu \ Hoard of Education. 347 VS 483 (1951). 

^« JucI .%. IWiU. Untiegttx t tti Tactic* for State 'School finance Reform (an address dcli>crcd to the National S)m- 
\ f osium on State Sdiool Vinancc Reform, Silver Spring. Md., November 26, 1073) , pp. 7-8. 

3. FMitMnm Amendment* of 197 1. A Senate Report. 92nd Congress, 2d Session, July 22, 1974. 

t. Ikir A. Kmg. lUmd \aU> for PuhLc School Putpu.\c% 1972 73 (Washington, D.C.. VS. Government Printing Office, 
*974).p,2. 

"» Xtu \u»k Suui hum alum lKpaimum, } F ull unit Funding of Elementary pt.d Secondary Education \n New York 

State. February 1972. pp; 18-25. s \ 

6 AHL > of the AUhnma Minimum Program (Montgomery Ala.. Alabama Education Association, 1972), p. 4. 

7. j*»lm I'liutT and l.Uml \\ , fimh II. Poi\u Kijuah/ai ton and the Rcfonn of Public School Finance," National Tax 
Journal. June 1974, vol. XXV11. no. 2. p. 287. * \ 

* Alan C, ILikuAl. Alltitiiaiivt lineal Solutions m School Finance m Transition, (Proceedings of the 16th National 
Conference on School Finance. Atlanta, Ga., April 1-3, 1973) p. 208. ' \ 

<> San Antonio Independent School District \. Rodriguez 411 VS. 1, 55. 93 S.Ct. 1278. 1308 (1973). : . 

1<>. Id, » . \ 

li ld.atlH.03S C^al 1312. ' " - \ 

12. Id. at 126. 03 S. U at 1314. ' .» 

H Id. at 127. 93 S. Ct. at 1315. . . 

} Sermno \ . Pne*i, No. 038. 254 (fcal. Super. Ct.. Apr. 10. 1974) . 



/ 



ERLC 



• 12 ' 



c 



CHAPTER II 



V; - / , . THE -REMEDY- FOR INEQUITY 

If inequdl educational ojppoiuuifrv exists "m>u state, what means of relief do the affected 
% * parties hata? Is it sufficient to biing the problem to tlie attention of legislators, or should {he issue 
1* shaped intd a y?st case? Iunumeiable ciicumstanu.es entei into the picture, political climate, uscal 
ie\ources nrb^n nMcds! uise law. publk opinion and man) moie.'Some states have made majoi re\i- 
. sions ip tlfeir school finance laws and have achieved considerable; progress towaids equalisation. Theii 
achievement wa» accomplished b) legislatois willing to acknowledge the existence of dispaiities, b) 
governors, |)£\arious study giotipsj and commissions who helped ta^olnt oat the inequities, and b\ 
the courts in Arizona. California. , New Jersey and Michigan. to\ 'example, which ordered that] the 

• inequities be erased. * * v v ' "'.*.*•' \j ' 

• ' * " . ■ * * ^ t ^ ( , * . , ■ 
• It is obvfously not a simple question of courts or legislaunes,. nor is> one path more desirable 
,than the oilier. It can scared) he urgEncy which leads aggrieved parties to courts, for many of the 
cases ha\e lasted through several legis?ati\e sessions. ' John Serrano fiist filed his suit iji 1970. Lifci- 

* gation is still ^endrfrg in 1975.) The role of courts and legislatures in setting a couise foi what is 
* somethrics referred to as the fourth branch of gove^nifieru — education — is rit)t necesSaril) ami- 

tKetical or complimentary, but certainly interrelated to a high degree. 

* V. " " * * fc ' v ' * % * " " 

^ Equalisation between districts has proven to be an expensive objective at the state level, but has 

provided jomji tax relief at t&e local level. Howevei, in states adopting school finance reforms the 
k f total exj>enilinire fpr„education has incieised significantly. The effect of state equalizing formulas 
was been not merely .reallocating a\ailab!e funds but hiking the total cost of education in the state. 

. |B The \ery*process espouses n goal .of "ftscaLyeutialit)" and be)ond that, the "reduction of povert) 
and inequality.J'The^atter ultimate goal has becyi examined by Kern Alexander and Thomas Melchei 
in i ii treatise entitled, Income kedishibxttion andtehe Bublh Schools, In this work, Alexander and. 
Melcber view die "public schools a$ a redistributional tool to bring about greater eq'uality . 

^ The, important question of ''fiscal neutrality" among school districts may be 
adefressed from the income redistribution .point of view. It should be observed 
V ' that, tins' effect^yas generally ignored in litigation In recent years, where the 
constitutionality of state school finance .formulas was tested. 2 

• . ■ . x 

• • : t . FEDERAL COURTS, LOCAlT AUTHORITY . 

In examining whether future changes in school finance will be carried 'Out by couits or legisla- 
tures, it is important to examine just how far the courts have gone* in imposing standaids for the 
implementafidn of their decisions. In cases brought bcfoie* federal courts, the retention of jurisdic- 
tion and subsequent hearings oil Jmpleinentation of orders have become standard proceduie, paiticu- 
^ larly in' the integration cases. These have been cited consistently in the school finance cases. Actually 
' there is good reason why the integration cases are applicable, law. The school finance plaintiffs are 
seeking equal educational opportunity. This differcr *.e in approach might be viewed as a matter of 
.historical progression or as a narrow distinction. Viewing the difference as a progression, it would 
appear that once "eqtfal access'* has been achieved, the next step would be to seek equal educational 
opportunity for all. But as a distinction, it would appear that the tight for "equa[ access" implied 
that, if only enfry could be gained, equality was presumed. t 

At •he federal level, district courts have bfoad equitable powers. The scope of these power* un- 
" questionably includes the fashionir 0 of orders to nroctace a lasting and just result, but 

... judicial powers may be exereisedonly on the basis of a constitutional 
" Nation. Remedial judicial authority does not put judges automatically in v 
^ rc shoc|J Q £ SC | 1<10 |. authorities^whose powers are plenary, judicial authority , 

enters only when local authority defaults. 3 . i 
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In a racial imbalance case in Biookl)n, Fcdcial Distiict Couit Judge Jack Weinstejri ordered 
School District Nu. 21 to integiate Mark Twain Jtiuioi High School. The enrollment of white . ft u 
dents was only about IB percent of the totaL The slIu^jI. had witnessed a "drastic change in the racial 
balance."' But the cuurt order, wen { fai bc\und the obligations of District No. 21. It brought in and 
dircucd die action of govcimcni officials no; duct tl\ connected with public education In stating. 

Housing officials of the city, state and federal government shall provide a 
joint plan. As the chancellor of New Yoil; City's school system, testified, 
what is needed is that the area be "refertili^d with new families/' 

There shall be accelerated reconstruction of the blocks south of the school . . . 

♦ 

Plans should include advertising and inducements to encourage persons-such 
as membets of unions, policemen, firemen and other civil servants to move 
, into the a*ea with" their families in order to stabilize its population. % k 

The police commissioner shall present a plan for adequate protection of 
, cliildien hi the vicinity of the school while* the\ are going to ami from the 
building. * / 

I \v*" tnc P°'> ce commissioner, the commissioner of recreation and the Metro- 

* j^itan Transit Authority shall be macle^iarties to this action. 5 

In the Dciivci public school integratiun c.ise,^ Fedeial Distiict Couit Judge William Do)Ie ex- 
panded the law suUicwhat bv defining the role? of the school boaul and diiecting it, among man) 
uthci things, to ueate new administiatitc positions. A clai ification of this ordei is being sought b) 
the Culuiadu Association of School Boa!ds y The questions the associ^ttit seeks to have answeied are. 

/ * P 

Does the court have the authority to prescribe in its entirety, or in part, 

curricula^ offerings of school districts? I£ so, under what conditions? 

Can the court prescribe the" administrative structure of a school district? 
If spr under what conditions? 

If provisions of ,the state constitution haven't been found unconstitutional, 
:* \ curthe remedv prescribed by the court ignore or go beyond the provisions 
of the staje const i tut ion? If so, under what conditions? 

Does the court have the authority to direct boards of education to adopt a 
specific policy and to implement that policy? If so, unde 1 what conditions 
and what arc the limits? 
0 . ' . • 

• Does the court have the, authority to direct a board to provide transporta- 
tion for parents to attend school functions? If so, under what conditions, 
and are citizens other than parents entitled to the same privileges? 7 

Exactly what the limits of the federal courts arc* in (rhts area is a subject worthy of lengthy legal 
research.* 

Histoi nail), segregation was not easil) or quickly eufoiced b) the courts. There was uncertainty 
as tp what t>as expected and hqw to proceed with the com f mandates. One interesting method of en- 
forcement which speeded up events was die eat ion of guidelines b) the U. S. Department of Health, 
Education and Welfare. Thcteotl^C ircuit Couit held in U.S. \. Jefferson County Board that these 
guidelines foi integration were within tlijc- scope of the congressional and executive policies em- 
bodied in the Civil Rights Act of 1,96 V a and that cligibilit) foi receipt of /federal funds under Title 
VI could be determined by them. / 

In the opinion delivered b) Judge John Wisdom thcic^ was a thankful gesture toward Congress 
for help in cnfoicing iiucgratioji^rdejs. He analyzed the lack. of progress in dc-segiegating. Among 
reasons he listed: y " * ^ * % 

(2) Case-by-case development of the* law is a po6> sort of medium for rea- 
sonably prompt and uniform desegregation. There are natural limits to * 



% # *Some uf the uim.s tvhuh havt bun examined here \\\\\ exhibit rcgion.il ilifftrt iilcs. Courts in the 5th Circuit have 
earned enforcement <>f desegragation furthei than the 10th. <Scc Appendix I\ for location of I , .S. Circuit Courts.) 
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effective lpgal action. Courts cannot* give advisory opinions, and the dis- ~ 
cipliued exercise of the judicial function properly makes courts reluctant to ^ • 
move forwaid in an aiea of the Jaw bordering the periphery of the judicial 
domain. (3) The contempt power is ill-suited to serve as the chief means of 
enforcing desegregation, judges naturally shrink from using it against citi- 
zens willing to auept the thankless, painful iesponsibili\y of serving on a 
school boaid. (1) School desegregation- plans are often woefully inadequate: 
the> raieh provide necessary detailed instructions and specific answers to 
administrative pioblems. And most judge? do not have sufficient com- 
petency — they are not educators or school adininistiators — to know the 
right questions, much less the right answers." 

What occuire'd whin fedcial conns tiied to en font segiegaiion was catastiophk and now histor). 
Ceitainh. no shuilai publu I cation lould U expected fioiu tout t-oidcicd equalization, but it would 
be in the inicusi of all tomciucd ftj^vrfliiint the ditfiiultv of achieving goals through the judicial^ 
*piotesv • . v {> * . { 

• \y 

Coufd Conguss luiiVLivablv. at some point in the futuiccstabhsh guidelines foi the provision 
ot equal educational q^ppoi limits and withhold fcdcial funds uheie it was not provided? Oi did the 
U.S, Supreme Court's Rodriguez decision effectivelv block futme an ess to the federal courts in the 
equalization cases? The final words of that decision aftei 31 ipago of examining the validit) of the* 
Texas plan foi finaiuiug education are "But the ultimate solution-* must come frqm the law make is 
and from the democratic pressures of those who elec t them/' ~ 

The comments,. icviYwn and analvses oii the Rothtguez impact aie exhaustive on the subject, but 
one comment in paiticular illummitcs this i>sut. Rahai\l S % Vaua. a>sociate professoi of the Vir- 
ginia Commonwealth Univeisity, si/mmaiUy states: - ^ 

' 1# Federal courts, since /hxlnguez. will most likely express a "hantWoff," "non- * , 
interference'" attitude toward school {finance issues, unless it is demonstrated 
that a state has dearly engaged in a calculated attempt to discriminate 
against someone or some group; # 

Litigation challenging public school finance is now within the domain of 
the courts of the JiUlividual states, wheie school finance questions will be 
dec ill cd as Matevconstittitional issues; 

» 'Courts of law, federal and state, have consistently held that remedies to the 
inw|irmbs in educational finance systems must come from the state legisla- 
uues ancj not from the judiciary. 11 

.* ' * f 

The era of schooM nance litigation is not o\ei. but it may \e gvei in federal courts. 

This was what Smano. in even stage of its healing tells us. The California trial court spent a 
good deal of agonizing deliberation o\ci the issue of whcthei plaintiffs had been denied equal pro- 
tection o? the laws under the hhh Amendment ty tlic l\S. Constitution 01 undei a similar provision 
of the California Constitution. It found ample suppoit foists finding in the California Constitution. 
B) deciding th.it education was a fundamental iuteicsi undei the California Constitution, the court* 
was able to apph a standard of strict scrutinv, theiebv vutuall) sidestepping the effct^ of the U.S. 
Supreme Court in Rodriguez." Subsequent i tilings in other states suppoit the proposition that 
Rodriguez will not pieclude state decisions based on equal pioteetion provisions in state constitu- 
tions. In addition the recent fluri) of legislative aftivitv deuioiistiates that the state's are read) to move 
ahead on their own steam. * * 



STATE COURTS, STATE LEGISLATURES 

The statc^ courts have dealt directl) with \tatc Icgislattues, but have manifested considerable icti 
cence to design the ultimate solutions. 

In Arizona, the Superior Court tluu heard /7«//m% \. Shof stall examined this very question. 

Having determined that the present system of financing public education in 
Arizona h unconstitutional, what nowis the'f unction of the CourtPTts author- 
it) is limited to interpreting and applying the law.^U cannot fashion by 
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judicial decree a riew*financing system for public education. That is "a matter 
of public policy which must be determined by the people of Arizona, acting 
through their constitutional legislative processes. 13 

In June, 1972, that court entered a declaratory judgment finding the system of financjng pub 
lie education to be unconstitutional, but that judgment was not to take effect until "aftei the close of 
the second session of the 3Lst Legislature in 1971 . v ""* The postponement of ultimate action in this 
case was a result of the court's concern about the amount of time requiied to effect a change and 
the impairment of school bonds previously issued. * . . . j 

The New Jersey Supreme Court, in its finding that the public school financing, system was 
unconstitutional, opined that "the jucjiciary cannot unravel the fiscal skein" 1 ., 5 and invited further 
argument to determine if the court might order* as the lower court had done, state appropriations 
for distribution to school districts to be made "in harmony with the (court's) * opinion**' 6 and not 
according to the controverted statutory prov ision*-if a ^'proper plan" were not enacted within certain 
time limits. ' 

) - * 

Those argumerrts were heard in April, 1973, and about two months later the court decided that it 
should not disturb the existing statutory scheme, but gave the legislature until December 31, 1974, to 
enact legislation that would meet the constitutional requirements. The court was reluctant to ensnare 
itself in the complex distribution of funds to the schools. * 

— - — — We— withhold, ruling, upon the question whether, if such legislation is not 



so adopted, the coufi may order the distribution of appropriated moneys 
^ toward a constitutional objective notwithstanding the legislative directions"/ 7 

The* legislation was not adopted. The legislature was plagued with intra-party strife, special ses- 
sions and a proposed state income tax. Governor Byrne^ appealed to the court to enforce rcdistribu 
tion of school funds. The court's refusal to do so has dampened hope for an early solution to tfew 
Jersey 5 problems, The legislature wlil once again address itself to the feasibility of various state aid 
plSns. The court has scheduled .more hearings on school finance for March, 1975. Meanwhile, inde- 
cision and worry prevail in education circles. 

In the event of 4 contemplated change in a state s educational financing system, the decision to 
challenge the existing system in the courts has commonly been predicated on the difficulty of effect 
ing change through the legislative process. The court challenges have not been speedy trials, but have 
spanned three to four years. Nevertheless, they have stiU been effective prods to the legislatures. Gen- 
erally^ in the suits heard in the state courts, ample time has been given the state legislatures to per 
form.'The question then becomes, how far can the courts go in directing the legislature? Do court 
.mandates fly in the face of the doctrine of separation of powers? What means of enforcement do the 
* courts have/ 4 # 

r* 

Tire school finance cases have been brought to the courts as "class actions'* by taxpayers seeking 
to obtain equal benefits for their school tax dollars. Although the student plain tiff has provided the 
procedural requirement to challenge the inequity of distribution, the taxpayer-parent plaintiff has 
appeared in most of the suits as the vehicle for the allegation that some parents must pay higher 
taxes than other parents in other drstricts in order for their children Jo receive the same or lesser 
basic education. t \ - 

Because tl\ese suits are brought as class actions in equity, the court's decision is binding on the 
entire class, and other taxpayers (say, those from a so-called wealthy district) have the right to inter- 
vene. The remedy sought is generally equitable, in nature. This means, simply that John Serrano, the 
class of public school children he represented and the parents could not be compensated! by an award 
of damages. The most usual remedy sought is* the injunction. The court will award this remedy by 
enjoining or prohibiting the offensive governmental action. 

But the consideration here must primarily be uf the state court's authority since it appears that 
future litigation is most likely to occur at this level. State courts have not been .willing, and appropri 
ately so, Id devise alternative financing schc»ne\jVhat they have done, however, is to establish stan 
dards by which they may judge future actions of the legislature. A standard that has precipitated a 
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great deal of coricerned study is the concept, of "fiscal neutrality." Simply defined in Serrano, this con- 
cept is truit th^ level of spcrfding for a child's education ma) not be a function of wealth other than, 
the wealth of the state as a whole. 1 * But having set suCh a standard, the courts will have to rely 
on the expert testimony of researchers and statisticians to determine the equities of a financing sys- 
tem. One eminent expert in the' field of school finance, G. Alan JHickrod, professor, of educational 
administration at Illinois" State University, asks pointedly, "How are we to knpw when 'neutrality 
# has been achieved?" 19 In an effort to determine this "goal of state educational fiscal policy, 20 Hick-, 
rod and his. 'staff have delineated a measurement borio^ed from the discipline of economics and de- 
scribed as the "Gini coefficient," \>r "Gini index," which he 'describes as "an appropriate technique 
for operationalizing the concept." 2 * 

i • 

There are other means of measuring district wealth, and proponents will show the advantages 
of theirs. Suffice it to say that such criteria exist and that they are available to assist the courts in 
making a decision and determining a icmed). If in ilte application of a state aid formula, interdistrict 
equalization dots not exi>r or has not occuired, the touit by use of one of the economic indices should 
be able to order a correction of the formula with some degree of certaiaty. 

r 

A hopje has been expressed by a number of authorities in school finance that Congress reach some 
definition of equal educational opportunity or fiscal rttuftality which could serve as a guideline for 
the courts. An amehdment to the Constitution with this as a major purpose has been written and is 
receiving some attention nationally, but has not reached a stage of very serious consideration. The bill 
will run ijp against t the traditional view of education as piimarily a state responsibility. The corol- 
lary, as expressed by the President's Commission on School Finance, is that "The power to reform 
education in America lies mainly with the states." 
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CHAPTER HI • • . " 

POLICE, JFIRE, .WATER > . 



. % -Serrano docs not lequhc equalization* ol the pioptftv lax base. foi purposes of school finance. 
Still, we art c'oiifronted with the question* of otlm governmental seukes funded J>> the property tax 
Mollar^Must then- be equalization so that a citizen's health, s.tfetv and welfare aic not dependent 
^ upon the wealth of his coniiuuuuw* * . * ( 

At first glance, and to the eye ol an' ecliuatoi. the answfci appears obvious, Oj course no't! Win 
.should garbage collect ioq and otlm lotal senile* lank uitii education? But it is not that simple. The 
•Iclea 6f the implied necessity ol including oiliri gofc iiimental seivkes mulci equal proicrtioi) appeared 
as a defense aiguinent in Srmuw. . > . „ f 

, - . if the equal protcctioiVclafise commands that the relative wealth of school*' * r 

districts inav not deteimine the quality of |Xiblic education, it must be deemed 
to diiect the same command to all gen ei n mental entities in rsepect to all tax- 
% ^ipportcd public services; and such a piiucfple would spell the destruction • 
* ■ ^ of local governmem., * ' 

The California Supreme Court "iniljesitaungly"* icjeaed U. ' * 

* We cannot^ sharc^defendauts*^ dire conse- 

quences fiom oiu 'holding toda^ Although wfc intimated no views , on othei" - 
i governmental sei vices* we are satisfied that, as w£ have explained, its unique- 
ness aftiong public activities clearly demonstiates that education niu t st respond 
. -to. the command, of 4he equal protection claused 

\\ v * 

Although rem-sHing from othef gcneMimental sen ices, thp couit did footnote the case of Hawkins v. 
Town oj Shaw, Mississippi* in relation to classification baW on wfcaltlfeven where there was no dis- 
criminator^ motive In that case, rhe 5th Cm nit Com t of Appeals held that the town of Shaw had an 
affirmative duty to ecpiali/e such seivkes as succt paving, lighting and sanitary' sewers. 3 The court, 
applied the standard of strict scrutiny on tlje bask of lacial disci imination, which has the.status of a 
suspect classification Howcvei. "Appellant* also alleged the disci iminatoiy provision of municipal 
services based on wealth/' 4 That claim was chopped bjfoic this appeal came up to the 5th Circuit 
Court from* the Federal District Court and was not leviewed in this paiticulai case, but it is worth 
speculation sine'e it is predictable that it wifl soon appear in anothei case. . * 

* * - 

Wealth is another caiegory like lace and sex. that, if found to be the basis foi discrimination, can 
negate a state statute. Onryf the state can show that it has a compelling hiteiest in applying such 
a statute can that statute suivive stiict sci utiny/Consider the compelling interest in an admission fee 
to a state park oi a toll o\ei a budge. Governments have additional!) imposed (exs. If the poor cannot 
visit the park oi; eross thejnidge, has there been disci iinination on the basis of wealth?^ Probably not. 
but where a<Mate charged a fee foi voting, the UA .Supreme Court, in Harper v. Virginia Board of 
Elections, found that. "to introduce wealth, oi payment of fee to a. measure of a voters qualifi- 
cations is to fntroiWce a capiicious oi irrelevant factoi.*'* But take heed, because even though wealth 
is suspect (i.e., "lines drawn on the basis of weajth or property, like those of race . . . are tradi- 
ally disfavored the decision in Harpn was m^L n\ the basis of the right to vote, which was 

determined to be a fundamental political right. 

Wealth a lohc- may then not be so nearly a aispect classification as it has been held out to be. 

Harper is consistently cited (albeit wiong 1 ), as indicative of the principle of equal protection. 
• \ 

JFec :£ajongJ l a s ^bcciu o ndnTui ecLas mium sjhunun.il w h c i c J t_d.e^^ 



nals the benefit of appeaj/ Jnabilixy to pay a fine thai results in jailing of an indigent is a denial 
of equal protection to thafc^person/ The lack of wealth, or the inability to pay a fee in either of these 

\ * IS 



lascs icsuhcd m ciiuuiul sanctions ^i.e. loss of libjrty) „T6c pa) men l of a fee in itself is nut offensive 
to the Constitution unless it is combined with oi qualifies as a fundamental hueiest. Therefore, in 
legard to other governmental services, the question appeared' to bewhethci these could be con 
*Mdcrcd fiunlamcutaLciiough to icquire a "wealth free" classification. That is. is there a constitutional 
iinpciativi that these sci.vucs bc*piovidcd cquall) to all without disci imiiiatiou as to the amount of 
wealth a district ui municipal coipoiatioii can piodiue; In this instance, the class denied certain 
governmental benefits would be, the citizens of a community with a small amount *of revenue cm. 1 
natiug from a piopcitv tax base but in need of uibie services of one kind 01 anothei. Applying the 
thoughts cidiuaiid I\ Si hostile, law piofcssoi at the Univcrsit) of Minnesota/ who describes the 
propmv.Jax as a "tisei fee foi such seivices." the inital steps have been, taken .in setting up a test 
for the equalization "of the "protective** services. • * , 1 , 

. ' *. . # \ • '• . 

Guaiaiiteed the fundamental light to "life, liberty mid the pursuit, . . tfie citizenry seem 
denied those lights if hospitals a5\ unavailable because of jack uf funds pioduced b) tax levenues' i.e., 
inability to pa) "useis fees, oi if a tight to safet) 01 ai^j of Uie due process lights are denied 01 
unequal!) piuvided b\ the act of the ^tate foi no better reason thaiiMixsufficicnt revenues. 

Piyfcssoi Schucttlc examines this pioblem ui terms of, what the* 1 municipal seivices are. He finds 
no 1 01 1 elation .uctwecu health* welfaic and (diuatiou and the "a real distribution of the Ui% base.'* 
but 1u* continues: . % * 

As a lather l>roachgei\Giali/ation, \ can at legist envision some positive corVc- 
latjon between the tax base aitd tfie need Tor"other services which are typically 

* pVovided and paid foi *iu whole oi in part by local governments. Locakparks. 
which may be- unnecessary in sparsely inhabited areas with low property 
values, may be needed in more densely populated areas which presumably * 
would have a"lugher tax base. Although the fit is far from perfect, needs for 
. police, foi fire protection, for sewage and for .Sanitary services in all likelihood 
* bear some positive correlation with the available property tax Jme. In addi- 

/ t'ion. tlttse services are actually consiimed by all, or almost all, of the owners 
of property within the a real jurisdiction of the local government which pro\ % 
vides the services. 9 



* ' THE DISTINCTION BETWEEN SERVICES 

* This suggests that among governmental services there may be distinctions that must be made'in 
oidci to duel nunc the impoitaiicc of sonic seivices to society as a whole (and which, , accordingly, 
achieve a special status, and. those that are convenient to, oi singular concerns of, a certain commu 
nitv. * . \ 

* A. * Y 

Tlic l\S. Supienie Couit has made just such a distinction on equal protection grounds, which 
gives us .still aiiothci pcispeitivc on the issue' of the status uf other govemrrtental services in relation 
to education. In a 1961 case * wheie the school board of Prince. Edward County, Virginia, closed the 
schools lathci than integrate, the couit invalidated the dosing. But in 197 1 the court,, finder Chief 
Justice W illiam J. Bur^ci. found, nothing unconstitutional about Jackson, Mississippi, closing its pub 
lic^vvimming pools in order to avoid a desegregation order. 11 \ 

The aigumcnt that if education were given the status of fundamental interest, other .municipal 
seivices would have to icceive the same kind of treatment, was raised again by the defendants when 
St mm o- was icmaridcd tu die tiial court. The defendant^ this tinie suggested that this would also in 
validate these sei vu.es undei equal protection, anil if the courts were to do so, they would be assuming 
the function of the legislature. The trial couit gave this no consideration since the defense had been 
previously raised arid dispirited, but they did repeat the view of the California Supreme Court that 
the equal protection res^it did not extend to othci, sei vices because "public education has its own 
^uniqueness among public activities." 

Tha tjLourt had based its cfctepninaiioi i of uniqueness on the icseaicli oL John E. Coons, William 

H. Chine III and Stephen) D. Sugar man. 7 \V"e quote from the court-exceiDteil version because of its 
.comparative brevity. ; 

/ • " ' ' ' 
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We aie convinced that the distinctive and priceless function of education in 
our ^society warrants, ifideed compels, out treating it as a ''(inula mental 
interest/" • § c . . ** 

First, education is essential in maintaining what* several commentators have 
termed "free enterprise democracy 7 — that is, preserving an individual's oppor- 
tunity to compete successfully in the economic marketplace-, despite a disad- 
vantage background. Accordingly, the public schools of thi$ state are the 
bright" hope for cnirj of the poor and oppressed into the* mainstream of 
American society. . * * * * 

Second, education 'is universally relevant. "Not every person finds it necessary 
> to calj upon the fire department or even the police in an *>iitire» lifetime. 
. Relatively few are on welfare. Ever) persori, however, benefits from educa- 
tion . n . ' . " 

# * ' 

Third, public education continues over a lengthy peiiod of life— between 10 
and 13 years. Few other government services have such sustained, intensive 
contact with the. recipient, 3 k • 9 \ 

Fourth, education is unmatched in the, extent to which it molds the person* 
ality of the youth *of society. Wliile police and fire protection, garbage collec- 
tion and street lights arq essentially neutral in their Offect on the individual 

* • psyche, public education actively attempts to shape a child's .personal develop- 
ment in a manner chosen not by the child or his parents but by. the state. 
Finally, education js\?o important that the state has made it compulsory— not 
only in the requirement of attendance but also by assignment to a particulai 
district, and scljool. Although ;i child of wealthy parents has the opportunity 
to attend a private school, this freedom is seldom available io the indigent. 
In this context, it has been suggested that "a. child of the poor assigned willy- 

/* nilly to an inferior. state school takes on the complexion of* a prisoner, com- 
. plbte with a minimum sentence of 12 vears." M 



DIVIDING UP THE AD VALOREM PROPERTY *'Y AX 



^ 'There has been much speculation about souses of ie\*enue in an eia witnessing population 
growth, jncreased emphasis on education and a "taxpa)eis' levolt." But we cannot go so fai afield to 
examine all the theories and pronouncements abjut lelief from excessive bmdens of property tax oi 
its eventual abolishmenL For our purposes, we mast sijnpl) witness that the ad \aloiem piopeity tax 
i\ probably here to stay, , ' 

, In many jurisdictions it is the onl) .revenue souice by which towns, cities and 

counties can supply the essential services without which they would be ren- ' 
% dered uninhabitable. There is a tendency to overlook that— in addition to 
0m education, police, fire, sanitation, courts, roads and bridges-rhealth, welfare 

•and other essential services are almost completely dependent. on proceeds 

of the property taxJ 4 * / ' 

\ 

Education takes the biggest pah of these lax pioce^ds, and' the method >ot collecting enough 
mone> to^support the school's and Vee|>in^ tax latss down has been the majoi concern of the past." 
Today's concenn is that school distikts. oftei^ only a boundary line apart, ha\e raised greatl) dis- 
parate amounts of revenue. \ * . \ * * 

* * * 

This inequality has le^ulted in tl^e adjudications-of the validity of school finance s>stems. At the 
time the Serrano case was decided on demand (April. 4974)* the existing California f school finance 
system was embodied in SB 90 and A15 1^67 (see Appendixes V and VP, pages 40-41). These laws had 
taken effect in late 1972 and earl) 1975}, a^tei the earlici hearing of the case in the, California Supreme 
Court The> were n6t considered significant enough in tli£ii.refoim to ovei come substantial dispaii- 
ties in per pupil expenditures l>etween school distikts. ' The prime leqitirchumt of the Serrano court 
w as that the financing s yste m ". . . I must prov ide fo r a uniformity and e quality of tre atment to all 
the pupils of the state.'"* The major ambiguity of the last Serratw decision is whether or not dis- 
trict power equalizing is a viable approacji to^this standard/ 
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' . \ . ' . : 

If a distiitt power equalizing system, as its proponent* claim, docs satisfy the courts, how docs 
this affect the othei portions of the tax proceeds that are designated for the "protective" servues? First, 
let us briefly exJhiune the principle of district power equalizing. (Tuithci explained on page L) 
It might be sjmpl) stated as 4 equal tax rates are selected to pro\ide equal spendable dollars." In the 
jvords of the proponents: 

' That is, the local unit would be empowered to fix the tax rate (effort)' to 
be'jmposed upon a specific class of local wealth. For every level of local tax , 
cftqrt permitted by statute, the state wfculd have fixed the number of dollars 
4 f per 'task unit (probably per pupil) that the district would be empowered 
r to spend* The state also guarantees' that this number of dollars will be avail- 

\ able to the district. Assume, for example, that by statute a 15-mill district m * 
tax rate inakesv$600 per pupil available to the district. If the^ local levy raises * ' , 
less than $600, the state makes up the difference from a fund genera*ted a by ' 
taxation of general state wealth. If the local tax produces an excess (it can 
, be set so that it .never does), that excess is redistributed to poorer districts 
^ within the system.* 7 

llus redistribution is therein lies the rub. It is not an easy niattei to convince districts that they 
should make an effort to lend support to other less affluent districts. One means of overcoming the 
objections or at least easing the pain is b) stressing the statewide effect, focusing on benefits in 
.sta'tewide term*, ^oqie states * liitioducing this concept ha\e used the teun "recapture." This ap- 
proach was not too popular.. Othei states 9 applied the term "negative aid/* which is simply a re- 
versal of the process where les> dollars are .subtracted from a basic grant in aid figure for poor dis- 
tricts. ' ' 

TIiq concept has been tested in the courts with the "wealthy" districts as plaintiffs. The "recap- 
ture" provision was upheld by the Montana Supreme Court in Woodahl v. Straub.™ In .that case a 
county treasurer, followed by other cou/ity treasurers, simply Impounded the exces* funds. The of 
fensive statute, Chapter 3 53, provided for a basic lO-mill lev) and two additional levijes to be iin 
posed by the director of the department of revenue for the suppoit of a foundation program. The 
court said: - . * " 

It is clear that a tax imposed by state law and "levied uniformly orr all prop- 
erty within a state is a state rather than a local tax.- 1 * ^ 

As to the question of. the state'^ power to fevy a statewide propeity tax, with the a\owed pur|X>se of 
providing suppoit foi education, the court founu\ that Chapter 335 . . is constitutionally .valid on it c 

face/to , ^ *• • • 

The Woodahl cascW^d similar cases in Maine, New Mexico, Ohio and Idaho." It also con- 
sidered Mhc state constitutional mandate under which 

... the"legislaiure could adopt a property tax and haying done so, ft is free 
to use die proceeds realized by the tax for any public purpose, including 
fulfillment of the duty fco fund public education. 23 .* 

It Appears *thdt other public services could be equalized* quite easily' hi Montana. 

Professor Schocjtle lends another vi^w to the question of "recapture." .He points out tl;at the 
affluent ^district must raise additional monies .n order to allocate a certain percentage^ the school 
system. He^warns v : - 1 * 1 

If {£>wer equalizing did not apply to other public goods, there would be an 
obvious skew in the system favoring the purchase of public goods other than 
education. Furthermore, power equalizing might tend to favor private school 
systems over public systems. In short, power equalizing is hot a neutral system ^ / 
of taxation: it could favor other public goods over education and piiyate \ , . 
education over public education. 24 - ' * 

'But without considering the? recapture" provisions of district power equalizing, other "aspects of that 
kind of 7 for inula may not be healthy for large urban areas ami consequent!) *for the state that encorn 

^passes them. The multiplicity and enormity of the_other governmental services in the urban areas arc 
staggering. T habituation is popularly referred to as "municipal overburden." It simply means tlwft less 
of the tax dollar can* be allocated for education. ' * 



HOW CAN EQUALIZATION OCCUI?? * 

Hie problem then h, if equal spending is to be assured b\ equal effort, but equal effoit must 
be diversified, hp* can equalization ouur? Where the question has been the disparity, between low- 
wealth districts and affluent districts, the. formula for district powei equalizing works to '"level up" 
expenditures, pioviding that state, has. sufficient fluids for its implementation/ llie fouis is on the 
ta^ rate or effoi;t; Set by statute, that rate must* produce a certain amount j^ci pupil or per unit (the 
former permits riiore flexibility) , Vuh the state making up the difference. 

A city may have a tax rate that 'exceeds the state average. 

■ For example 2£^of 36 central cit> areas surveyed, had effective total local tax ; • 
rates that were' above state average. (Seventeen qF the*29 had rates that .were 
20 percent or more above state average, while several had rates that were • • 
70 percent or more above.) * 5 " ' 

When the equalization formula is applied, the cit> is not gcu'ng to tate aV much equalization aid 
as its rural tountci parts. Most cities exhibit a high total assessed valuation. It would appeal that 
there h wealth upon which to support the schools, when, "in fact, the city is tavpodi. Legalization 
formulas fail to recognize the drain of noneducational services. * / 

The following tabic illustiates the \ariet> of fees/ licenses and chiiiges uuientty existing in most 



cities. 



POLICE; PROTECTION * 
special patrol service fees * 
parking Tecs and chafes 
lecs .for fingerprints, copies 
payments forxxtra police service* 
at stadiums, theaters, circuses 

TRANSPORTATION 
subway and bus * fa res 
bridge tolls 

landing and departure fees 
hangar rentals 
concession rentals 
parking meter receipts 

HEALTH AND HOSPITALS 
inoculation charges 
*-rav cliarges 

hospital charges, imiuding per 
diem rates and service charges 
^ambulance charges 



concession rentals 



/ 



EDUCATION V 
charges for books 
charges for gvmnasium uniforms 
*>r special equipment 1 
concession rentals , 

RECREATION 
greens fees % * , 
parking charges 
^concession rentals 
admission fees or charges 
pc'rmit charges for tennis courts, 
etc, '* 

Charges for specific recreation 
\ services 
- picnic stove" fees * 1 _* 
stadium gate tickets 



* TABLE 1.2 * 
Types of Fees, Charges, and Licenses* 6 • , 



stadium club fee's 

park development charges 

SANITATION 

domestic and commercial tras'* 
' collection fees « 

industrial waste rharges 

SEWERAGE 
sewerage system fees 

OTHER PI BLIC UTILITY 
OPERATIONS 

water meter permits 

water services charges 

electricity rates 

telephone hoofti rentals 

HOUSING. NEIGHBORHOOD 
AND CO.M.NfERCIAL 
DEVELOPMENT 
street tree fees 
tract map filing fees . 
" street-lighting installations , 
convention center revenues 
event charges* 
scoreboard Tees 
hall ami meeting room leases* 
' concessions 

COMMODITY'SALES 
salvage materials t * 
sales of maps s 
sales of codes 

LICENSES AND FEES r . 

advertising vehicle . 

amusements (ferris wheels. 

elc„)_ _ 

• billiard and pool 

bowling alley t 



circus and carnival 
orl dealers 

commercial combustion 
dances 
dog tags 
, duplicair* dog tags 
electrician — first class 
electrician — second class 
film storage «. 
fool peddler 

huckster and itinerant peddlers ' 
heating equipment contractors 
junk dealer 
loading /one permit 
lumber dealer 

pawn broken, * « 

plumbers— fir£t class 

plumbers — secuiul class • ^ 1 

pes'i eradicator \ 

poultry dealer 

produce dcat'-r — itinerant 

pushcart 

rooming house and hofel 
secondhand dealer 
second hand auto dealer 
sign inspection 
solicitation 
shooting gallery * * 
taxi 

taxi transfer license 
taxi driver 
theaters 

trees — Christmas 
vending;— coin 

vault cleaners . , 
sound 'truck 
refuse hauler, 

JantUUV . 

sightseeing bus 
wrecking license 
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There have been numerous means proposed foi ovei coining the neglect of cities. 3oine states 
have utilized a cost-weighting adaptation of theii state aid formulas, winch takes into account tlie 
difference's in needs. Compensatoiy education and special education aic t)pcs of educational sen ices 
remunerated by an additional percentage of the allocated funds. This is an effective wa) of coin 
pensaUng metropolitan aicas. Florida has applied an economic index to accommodate differing needs. 
This is not prohibited b\ Senano, even thoug.i the decision requires statewide uniformit) within 
limits. *' . 

None of the state courts have failed to recognize the differences inherent in the education of 
human beings. With the application of "cost weighting*' and indexing, city schools receive some 
boon. / , - " r ~ ' 

( Despite concentrations of impoverished citizens, deteriorating physical plant, 
decline in tax receipts and population stability or decline, many large cities 
appear "rich" by thc simplistic measure of property value per pupil, and their 
state aid tends, therefore, to fall below the average. At the same time, because 
of the need for more intensive and expensive general municipal services than * 
are required in less densely populated areas, local revenue in large cities has 
to go in higher proportions for noneducational services than is true in out- " , 
lying areas, further decreasing large city ability to' finance schools.^ 7 

Even in states where a local leeway (i.e., a levy beyond the prescribed tax rate) "is permitted, a city 
with expensive operating costs would be hard put to cojlect the extra dollars. -Local leeways can be 
another disequalizirig factor in affluent districts outside fcf the metropolis. 

When Michigan revised its school finance law in 1973, it dealt with .this. problem rather effec 
lively by providing for .a municipal overburden adjustment' designed to make urban . districts, where 
competition for revenues is heavy, appear to be poorer and thus entitled to more equalization aid. 

The* adjustmenr is made by calculating the average state property tax rate 
for municipal services. and for school construction and debt service. If a school 
district's property tax rate for municipal services exceeds the state average 
rate by more than 125 percent, the Joc"al valuation used in the district's equal- 
ization formula is reduced. 96 • • * 

The equalization of n on educational governmental ser.ices may be worthy of,consideration as ah 

alternative means of winning the competition for revenues. Is it more feasitfleto equalize police, fire, 

sewage disposal, etc., and all^w education to be locally financed with the monies that had gone, to 

thesev There would still exist the mandate for 'statewide uniformity and equality of treatment."* 9 

Equalizing the other services would not remove disparities between revenue resources in school diV 

tricts, but it woidd permit the flow of more funds. TJiis should erase some of the more noticeable 

shortcoming*. of the poorer districts, which typically have greater heeds for protective services. Or 

could the disparities then be dispelled not by the input of state funds fnto education, but by state 

guidelines with expenditure [imitations? The latter is nothing new. "The vast majority of the 0 statcs 

limit- the pow-crs of their local governments to levy property taxes." 30 
r ' i* 

The result is speculative at best, but it ma; L*. <jf sw*iie value in stiraulating thought about- other 
alternatives. 

Such a plan would surely draw opposition from those who consider education «s the. fourth 
branch of government. It would be opposed by groups fearing the fascist ic nature of a statewide 
police force. It would be the concern of groups fearing the impact of statewide collective bargaining 
by t say, sanitary services. Some would argue f*iat there are no existing administrative offices or per* 
sonncl to supervise such an undertaking and that this would make the effort too great. 

It would be an interesting topic for lesearch to determine how much money could be "freed up" 
by state assumption of the other services. Would this amount" be enough to free property taxes for 
education? 



Th 
tional ser\ 



rs rs not mere conjecture. Some states have taken n\ajor steps toward equalizing noneduca 
ervice*.. T n the Wisconsin budget fox 1973 75, $10.milljon in state assistance is to be distributed 



18 A 

. 4 



on the basis of crime rates in local connmmi'ties/' In Wisconsinf Massachusetts and WeM- Virginia, 
welfare has bcc'otne a state- responsibility. * 

• ■ ^* 

Contemporaneous with, the equalization formulas and the Serrano mandates has- been the move- 
ment toward property tax belief and reform. All 50 stateshave asstnhed a benevolent role in providing 
relief to i.he elderly, to renters*and,to persons of low ificomes^To loo{ at this objectively is to see that 
the one stable, dependable source of revenue has becu partly removed from the governmental* funo 
tions it supppud and has been reestablished at the. state level. That level is also assuming the costs 
of equalizing education and, as previously noted, J p erha P s SO me other services. 32 Dn£ question be- 1 
domes fundamental: "Where is all the /noney coming from?' This is primarily an economic question, ; 
but the answer^ will be political. We will leave the solutions the innovativeness of the legislator*. . 

* ' . / 
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CHAPTER IV , ' " '. 

* 

. THE "WEALTH-RELATED" DISPARITIES 

j * 

Serrano does not require that tile 'same amount of icvenue be pioduced from the same tax rate 
in each.d»strict. Hut if there is a commandment in this *ase it is thai. "tthou shall not ha\e substantial 
disparities in educational expenditures between school districts. • 

These proscribed disparities are thascih.it "result Tiom the «ibiiu> of one school district to raise 
more school revenues . . . because of the highei assessed valuations of real propeity in one scliool 
'district over another." 1 . ■ 

4 

9 

While tcstimon> was being received in the Los Angeles Superior Court in California* in the Ser- 
rano trial, another impcr'ant challenge to a states school financing system was being heard in 
New Jersey. That case was titled Robitson \. CahilL J- was brought on grounds of discrimination 
against students, as to benefits, and,. irmoiig taxpayers, as to unequal tax burdens. Robinson went to 
both siclcs^ of the tjuestion. equal dollar input and ecpiaJ^souups of revenue. Serrano would subse- 
quently mergc^thc ITitter issue into the former undci the umbrella of tlie equal protection clause of 
the California Constitution. Robinson was decided undei a clause**, of the Js'cw Jersey Constitution 
which reads: 



The legislature-shall provide for the maintenance and support of a thorough 
and efficient system of free public Schools for the instruction o{ all the child- 
* ren'in this state between the ages of 5 and 18 years. 2 *• t * 

After examining the existirg school finance system inji^u of this command, "The trial court 1 
fo»' n 1 the constitutional' dem..nd had not been met and did so on the b.iMs of discrepancies in dollar 
- input per pupil.'*^, * * M 

The Supreme Court of New Jersey agreed. Its comment on the historical background of the ex- 
isting school finance system is' instructive: ' , 

Indeetl the state has never spoiled out the content of the educational oppor- 
f tunity the Constitution fequires. Without some such prescription, it is even 
, more difficult to Understand, how the tax burden can be left to local initiative 
, with an,y hope that statew- ^ equality of educational opportunity -wjll emhge. 
The i&71 statute .embraced a statewide tax because it Was found -that local 
taxation could not be expected to vi Id equal educational opportunity. -Since 
then the state has returned the tax burden to J opal school distress to th<; 
^ point where at tlie time of the trial the state, was meeting but 28 percent of 

i i the current operating expenses. There is no more evidence? today than there 

was a hundred years ago that this approach. will succeed. 4 ' . > * '* 



1 r 

^ r ■ < 



The New Jersey Supreme Court expressed doubt thin the requirement of a . . thorough ar.d 
efficient system of schools . . . can realistically be met by reliance upon loc.il taxation. The discordant 
correlations be' ween the educational needs of tlie sdiool districts, and their respective tax-bases sug- 
gest any such effort would likely fail . . /' 5 * ^ v # . , 

The New Jersey court did not go.so far as the) one dollar, one; scholar" approach which is Jin 
oversimplification and a painful concept for the cities, but, indeed, acknowledged that; 



•The Los Angeles Supuioi Couri in its final jtulgnn.nl sliuiKm.il this b> llu use ol the adjective wealth-related. It 
also found *Vca]th 1 rc!atc<J variations in tax raics and wealth. icUtctl, pw pupd expenditure dispaii lies between school 
districts" lo be violative "gf the "equal protection-of-tlic-laws* provision of the Call font Constitution. 

••Referred to by some auihorx as an "establishment" clause. * 
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Although we have dealt with the constitutional problem in terms of dollar v r v 
Input per pupil, we should not be understood to mean tliat the state may not 
recognize ... a need for 'additional input, to*equip classes of disadvantaged 
children for educational opportunity. 6 * 

The court turned the matter back to the legislature with the charge of enacting new legislation 
*\ . . compatible with our decision in this case*. , ." 7 by December 31, 1974. * 

» ♦ * * * 

In his speech tu the New Jersey Legislature in May, 1974, Governor Byfne referred to Robimon 
and stated the issue most clearly: * , » 

School monies are raised priiharily from local property taxation. Property 
wealth varies widely among school districts. This variation is at the root of 
the discrepancies in school spending per pupil. 6 , r . ^ 

The Joint Education Committee to the New Jersey^ Legislature presented its report in June, 1974. 

Aftti examining different kinds of funding plans,,the committee recommended a percentage-equalized, 

vost sharing plan (see page \) and called for intensi\e further study of the means of calculating 

equalized valuation. r - . 

* ' » • * 

Whether oi nut a pucentagfc equalizing scheme will meet the requirements A the Ro.binson de 

cis ion remains to be seen. According to one of -the foremost authorities, in school finance, Charles S. 

jBenson, piofessoi at the University of California at Berkeley, tlie percentage-equalizing grant does 

_ reduce interdistrict differentials in school tax rates. 

'The percentage-equalizing grant sets up a, close relation between rates and 
school expenditures per pupil. This is not, of course, ,tax rate equality,, but 
the differences so established are normal, not perverse, as under the fixed 
unit grant. 9 * , 

t ■ ' - — • ' 

Professor Benson also observes pragmatically: 

*>■ ~y ' 

Even assuming that the grant equalizes local resources (and it doesn't really 
do this; ajt best," it equalizes only taxable resources in the sense of establishing 
the one-to-one* relationship of expenditure per pupil to tax rate), there is no 
assurance tliat demands' for educational spending in various local districts, 
reflecting the usual measure of altruism, selfishness, wisdom, shortsightedness, 
confusion and prejudice, 'will establish a socially efficient geographic distri- 
bution of 'educational resources. One simply does not .know. 10 

P6litiu|l standpoints and strategies played a large part in delaying the New Jersey Legislature's^ 
v chortle of "plans. Legislators were faced with a Herculean task when it was time to determine the re 
quirtments and ramifications of Robinson and to translate these into statutory language. - 

The emphasis uf the Robinson court on the inability of local taxation to yield equal educational 
opportunity leads u*s ? to some, furthpj observations on equalization of the tax base. It has been men- 
tioned that Robimon went to the equalization of both expenditures and the tax burden. Assume that 
the equalization of expenditures occurs and all districts are funded equitably, with varying needs 
taken into consideration. Then assurne that the tax burden has not been equalized because in, spite 
of a given tax rate, great differences in the amount of assessed valuation prevail. Has equalization 
occurred? 



REDISTRICTING • ' , 

€ Politically, equalizing the tax base itself is well nigh impossible. Various plans have been pro- 
jected by which this might occur. The best known plan is to redraw school district boundaries to in 
clucle comparable amounts of assessed valuation, in fact, this has bee^n done extensively. It is no 
panacea, but in reality a kind of tax-base gerrymandering. It makes no.allowance for intome or other 
factors profoundly affecting the "wealth" of a district. 

» ' < 2 2 
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There is no doubt that state legislatures have the authority to bring about redisricting! All state 
constitutions rarry some provision, either expressed ui implied, that has \csted this power in the legis- 
lature. • 

, ' • * - , _ 

When the question was raised in Oklahoma* the state constitution. Article XIII, Sec. I, which 
reads: . „ 

The legislature shall estabhsh and maintain, a system of free public schools 
wherein* all the children of the state may be educated. 1 ' 

was relied upon for the assertion of the principle that: \ 

* 1 / Public education is a function of the state . . . Article XIII, §1, Oklahoma 
Constitution. The legislature is vested with plenary power to create, abolish 
or change school districts. Hatfield v. Jimersoti, Oklahoma, 365 P. 2d 980 

1 * (1961) in the exercise of this governmental function. In lie Wickstrum, 

Oklahoma, 45-1 P. 2d 660 (1969) . 12 • 

Since inequities between districts are the # current target, arid if district boundaries are state-drawn, 
tjien ir # is logically incumbent upon the state to reduce the inequities. In short, the district variations 
in wealth are state created— so must t>e the solution to inequities. See Van Dusarlz v Hatfield, 334 
.F, Supp. 870, (D. Minn. 1971). > 

• *' * * 

An interesting excursion into redisricting occurred in Wyoming. In 1969, the legislature passed 
the Wyoming School District Organization Law*, which provided for county committees on school 
district reorganization to submit their ptons to a state committee on school district reorganization 
for .approval /Take, for example, a small district ; named Bairoil, located in the Lost Soldier Oil Field 
in Sweetwater County, with no high school unit but with an assessed valuation of $320,705 per pupil. 
Needless to say, districts adjacent were eager to be reorganized by a plan that would unify them with 
such a wealthy district. When ^the Sweetwater Count/ Committee undertook to unify its six districts 
" * into three, it combined Bairoil with the Rock Springs and Wamsutter districts. It did accomplish 
eqiurlization of assessed valuations behind each student by reducing the differences "from 5310,012 in 
assessed valuation per pupil in the six existing districts to $3,800, based on 1970 figures, for the -dif- 
ferences between the ihrce new - districts. But the effect was that Bairoil students who haci for years 
attended high school in Rawlins, 40 miles* away in anot'ter county under a contract arrangement, 
would now be under the' administration of Rock Springs, 150 miles away. The two counties involved, 
Carbon and Sweetwater, negotiated for' Rawlins to be reimbursed from the new district for the edu- 
cation of ; - Bairoil students. Bairoil had had ho previous cpnnection with the schools of Sweet- 
■ - water County Citizens and, taxpayers, of Bairoil protested the unification plan, winch had the ap- 
proval 6f the state committee, and "took the matter to court. The District Court of Sweetwater 
County held that such an arrangement woulcl not provide 'lany efficient administrative unit, with pri- 
mary consideration to^the education, convenience and welfare of the children;' 5 The court indicated 
a problem with the Contractual amount that was to be paid to Rawlins and further found that the 
Sweetwater County Committees as arbitrary in not considering the full joinder of Bairoil with the 
Rawlins district, even though Rawlins was in Carton County. * w 

9 * ' * 

Sweetwater County appealed the decision to the Wyoming Supreme Court. That court recorn- 
mendedr 

* » * - «. 

If ad valorem taxes for school purposes were equalized throughout the state, 
as required by Art. I, §28, Wyoming Constitution, and by the equal protection 
clause of the 14th Amendment to the United States Constitution,** cases such 
as the One being dealt, with woulfl not arise.' 4 > . * ' < 

* " * '* s ' . - '. 

♦Based on § 21.1*105 - 21.1-155 Wyoming Statutes. 1957. ' 1 

••Art 1, *p28. Wyoming Constitution, provides ail taxation shall be equal ami uniform. Annulment XIV. t JS. Constat!* " 
lion, provides no state shall dcn\ to any person -a Ah in its jurisdiction the equal protection of the laws. 
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. The court went on to recommend needed legislation: 

,« We see no manner in which ad valorem taxes for school purposes can be made 
equal and uniform unless it is done on a statewide basis. In other words, all 
property owners within the state should be required to pay the same total mill 
1 levy for school purposes. 15 

* 

*f"he constitutional provisions that .would pcimit this weie cited and the means of determining 
. amount* that would be needed weie suggested, The court acknowledged that it had been influenced 

by Serrano. The cuurt retained jurisdiction, but relinquished it later when it appeared that the court 
was being called upon to substitute its judgment for th.it of administrative authorities; 

K ' ... a function which does not properly belong to our courts, i.e., that of 

completing the*Teorganization of school districts in Sweetwater County. 16 

* In its "final decision, the court simply relinquished jurisdiction. 

Meanwhile, ariuther, related case. was on its way up to the Wyoming Supreme 6ojurt for the 
second time. The citi/ens and taxpayeis of Goshen Count) asked the district court of that count) 
to set aside the reorgani/atioa plan ordered h) the state committee which provided for a unified 
count) wide district. But the district court upheld the state committee plan and the Goshen citizens 
appealed. The W) ouiing" Supreme jCourt remanded the case to the district court but later granted re- 
hearing and af finned the original order. In general, the Supieine Court held that the Goshen Count) 
Committee plan would i^ult.in a disparity of .assessed valuation per pupil, as shown b) the follow- 
ing chart. - * 

Number of 1 Assessed Valuation 

Pupils Per Pupil 

Torrington No. I 2 T 058 5 7.527 

Goshen Hole No. 3 - - - 255 17,627 

LaGrange No. 8 145 17,062 

tingle No. 12 \ US 14.093 

' - ' 1 } > 

The court pointed out that these figures "clearly demonstrate": 

. . \ that well over one-half (approximately 70 percent) of the pupils in 
Goshen County v would be the vu ims of this disparity and retained in the 
• district with the lowest valuation. The state committee was justified in its 
position that the plan did not effectuate the command for "a ratio, of average 
& daily membership tp assessed valuation as nearly equalized as practicable.' 08 

* < 
The statutor) criterion upon which the court relied was Section 21.1 109, Wyoming Statutes, 
W.5., 1957, \91\ Cum. Supp. In addition, it relied upon lts^earlier decision in Sweetwater, as well as 
. the equal protection clause of the 1 1 ill Amendment. This probably is weak since Rodriguez, but in 
t ' t Swcelwater the court had relied on Article 1, Section 28, oitlie Wyoming Constitution. 
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'A proposed constitutional amendment providing foi a statewide piopert) tax of 12 mills for sup 
port of the public sihools and the repeal of the 12 mill cqunt) tax was defeated b) the voters in No- 
vember, 1974. 

There are other reasons to focus on Wyoming in a discussion of taxation.* In September, 1974, 
die Wyoming Land Use Stud) Commission met to ltview a four volume ptehininar) draft of recom- 
mendations for a major revision in the state's proper t) tax s)stein. The recommendations called for 
a land use planning act that would require a statewide land use plan within two years, substitution of 
"use value" foi/ 'market value" in assessment practice, court enforcement of laud use practices, a data 
system and (he protection'of "areas of critical or more than local concern, . , ."* 9 



•With appreciation tu JcLt*oit K StatXus. .YMistant attorney gdicral^uf Wyoming, Cur this general information. 
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This study was probably motivated at least partly by the situation in Sweetwater County. 

C^By local standards,. Sweetwater County, Wyoming, was a nice place to live 
^arfew years ago. But several private and uncoordinated corporate decisions 
' . have changed all that. 

Today, Sweetwater County and its two population centers, Rock Springs and 
Green River, face severe boom town growth jhyt is virtually ripping the area s 
social fabric to shreds. 

The University of Denver Research Institute (DRI) has spent the pas* year 
or so studying boom-toWn growth problems in the Rock Springs* area as well 
as other parts of Wyoming and Colorado.* 20 

When the Sweetwater court made its suggestions as to how "equal and uniform taxes can be ac- 
complished for school purposes," it excluded 

, . the financing of capital improvements. Such financing will in the future 
have to be done by each school district separately, unless and until otherwise 
authorized. No invidious discrimination will be involved if bonds are voted by 
any school district for capital improvements and if special levies are .made 
within the district to retire such bonds. 21 

It Kill be interesting to see if Wyoming's proposed property tax revision will solve the indus- 
trial boom problem as it relates to education funding. The DRI study indicated that there would 
have to be a "raising of the legal bonding capacity oMocal governments." 22 

ENERGY DEVELOPMENT 'PROBLEMS 

The Sweetwater court had another reason for encouraging a statewide tax as a means of equaliz- 
ing It mentioned the fluctuation in the assessed valuation in areas where its principal source is the 
"extractive mineral industry.'* 23 

New developments are faking place, and some areas which previously pro- * * * 
duced have or will become depleted. Thus, there is a constant changing of 
assessed valuations^ for given areas. 24 

Arizona has faced the problem of mining assessment. Although the method in use there may not 
provide all the answers to the energy development problems of other Western states, it appears to be 
a sound system at the state level for dealing with the assessment procedure. It cannot cufc the fluc- 
tuation ot development and depletion, but it has helped to cure inequalities of treatment between 
ad valorem taxpayers and appears to lead to better tax value estimates. "Revenue from taxes under 
this method during five years of use show a clear pattern of stability." 25 

The reform of mining assessments occuired in Arizona between 1963 and 1967. \ 

For the first rime, producing mines were defined by statute and were assessed^ 
as Class One, at 60 percent <J&full cash value. Only producing mines were to 
' be centraily valued by the stater others remain the responsibility of the county 
assessor. The legislature also-increased the slate income tax slightly, doubled 
the education excise tax on gross proceeds of said and considered and rejected 
a severance tax. 26 , 



\ho, the Arizona Department of Prorx'rty Valuation employs a qualified mining engineer. One 
of the alternatives to the Arizona method itemized by Robert C. Headington, an economist with the 
Arizona Department of Property Valuation, is; 

If stability of local schoordistrict tax revenue is a factor, year-to-year changes • 

J could be minimized by Vsing a multiple of mine annual proceeds for several 
years, combined with a percentage of the fair cash value of mine physical assets i 
as a substitute value for tile tax roll year. 27 



•Thatwo researchers. John S Gilmorc and Mary K. Du/f. have loaned their names to the study funded by the Rocky 
Mountain Energy Co r 
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Although the valuation of mining property might appear to be a far cry from school finance re 
form, it is illustrative of a problem of equaliz<ition,and the differences in assessed valuation behind 
'school revenues. 26 * * • ' 

# 

Th<? Arizona concept helped to remove inequities in the underlying tax Jtettc, a factor that can 
scarcely be overlooked. For one thing it calls oui attention to a problem raised inRodriquez and pur 
sued by some groups in California. Pool students arc not necessarily found in poor districts. If ;qiie 
envisions areas of many states where mining is carried on, one can scarcely imagine* wealthy students. 

' t POOR LITTLE RICH DISTRICT 

In California, computers were put to work to determine if poor students actually lived in low 
wealth districts. John Mockler, a consultant to the Assembly Ways and Means Committee K and 
.Ronald W. Cox, director of the Senate' Office of Research in California, compiled the data. 

Cox examined the relationship between assessed valuation per unit of average daily attendance 
(AV, ADA/ of school districts^nd t^ie presence in those districts of children, 617 years old from fami- 
lies below poverty level. His conclusion was that there was "no significant relationship." John 
Mockler fourtd* that "61 percent of youngsters under Aid to Families wit{i Dependent Children 
.(AFDC) in fcalifornia ^also) live in districts above the average in assessed valuation." 29 Although 
the poor live in low income neighborhoods, he says, the areas are rich in commercial or industrial 
property." 30 v * * 

, The Serrano plaintiffs were represented by John McDermott of the Western Center on Law and ( 
Poverty. His response to the computer studies was negative. He challenged Mockler's methodology,' 

% ; t 

But whatever way you figure it is not revelant, (because) Serrano is not a 
poor peoples' suit. The central point is that it's wrong to discriminate based 
j on property wealth among districts, regardless of the income of the residents. 31 

Thrs issue had been raised in Rodpguez. Paul Carrington,' a law professor at the University of 
Michigan, ;reated the problem Jn a\> address to the National Conference on School Finance in April, 
1973. He referred to the Yale Law Journal, which, he said, *'has already concluded that 'the popular 
belief jhat the poor live in poor districts is clearly^ mistaken ." He furthei discussed the urban dis 
trict problem and the no-wealth principle. 

v The character of the population of poor districts is: troublesome on three 

additional counts. One is that the wealth of the district is partly dependent 
on property assessment practices which are by no means uniform in many 
.states. To the extfcnt that a community suffers its taxable resources u be 
undervalued, it is difficult to see it as the victim of invidious discrimina on 
by the state.* 32 

This statement leads directly to .the next issue of property tax assessment. There is not much 
doubt that equalizing the tax base on a district basis is fraught with difficulties. But thfere is still 
another approach to producing a more equitable source of revenue. That is through up-to-date, effi- 
cient tax administration. v 

* - j "** * , 

/ * TAX ADMINISTRATION: DISEQU ALINING FACTORS 

/ ' 
^fter considering the other problem areas of school finance, improved tax administration seems to 

be the "pi ace to start, even if ony £ small effort 4 toward reform is anticipated. There is xnuch evidence 

acjoss the country that inequitable assessment piactices exist. There is also much evidence that many 

sjtates are making industrious efforts to correct the situation, any issue of State Tax Review, bears 

/this out. s ; * 
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t *Xhc other counts Gamngion mentioned Here directed toward (he urban rural question and the self selection by rc$i* 
. ' denis of poor districts. 

•> •■" 31 " 
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If underassessment is practiced iri even one district, equalization, although occurring on paper, is 
not occurring in fact. No matter how skillfully devised the state aid formula may be, the effects of 
w ^ noftuniformity and inconsistency in* assessment practices-are disequalizing. * 

v ^ 
These matters require in-depth examination within each statd The rift between rural ami urban 
areas is also widened by jiqpr assessment practices. "Man) cities attempt tocope with the overburden 
^problem by over assessing higher priced property/ 0 * The mral asscssoi is .too frequently a friend and 
neighbor of the farmer, while his urban counterpart may have to fulfill a political obligation. Richard 
\lmy,\lirector of research and technical services, International Association of Assessing Of ficeis, states. 

By the simple expedient oPselective underassessment, an assessor can gain 
considerable, though extra-legal influence over local public finance decision 
f making. 34 ■ ^> % % 

Any formula allowing districts a choice of tax effort on the basis of localized assessment of p*opcrt> 
is toying with the basis of equalization. Also not to be overlooked is the disequalizing factoi of special 
districts that tend to overlap and disregard traditional boundaries, with a resulting effect on tax. 
capacity. * ' 

' * ' * 

' In Texas, the question of assessment* practices has received much attention. The amount of local 
^contribution there has long been determined on the basis o( local tax-paying ability. This in turn has 
been determined by the local assessor and has varied as much as from 3 percent to 100 percent of 
fair market value among 254 counties. The scltool districts of Fort Worth, DallaXand Houston filed 
suit jn 1970 in the U.S. District Court, Northern District of Texas, seeking to have the method of 
determining local tax paying ability declared unconstitutional as violative of both due process and 
equal protection. 55 The plaintiff districts were losing state aid under , the foundation plan simply 
l>ecause property vvas being assessed at a higher ratio of market value than other districts. After wait- 
ing oyer three years for the convening of a three-judge district 'court to hear the case, the plaintiffs 
obtained^ dismissal in 1973, with the inteat to refile in a state court. An attorney general's opinion 
was sought That opinion permitted the commissioner* of education to require assessor-collectors to 
report to him the percentage of market value used in niaking assessments for state and county ad 
valorem tax* purposes. Tne commissioner could use the data thus obtained to equalize all county val- 
uations to full market value before computing it in the economic index. 

Inequities^ resulting from poo$ tax administration and assessment practices have been recognized 
for a long time, Ronald B. Welch, assistantlixecutive secretary, Property Taxes, California State Board 
of Equalization, in a June, 1J974 address to, the National Association of Tax Administrators, 36 sum- 
marized changes in tax^aclministration over the last four decades. He found ". .'. a significant change g 
has occurred since 1934 in the number^ of local governments conducting the assessment function." ' 
He v docijrnented " . . the emergence of the county as the predominant or exclusive assessment dis- 
trict in several states" and the ". . . creation of multi-jurisdiction districts." As to the latter, he com- x 
mented that, 'The big nevvs about joint assessment districts, however, comes from Maine, where the 
state tax assessor is directecj to create 'primary assessing areas' by July I, 1977, each such area to con- 
sist of one or more municipalities." \ N 

Welch pointed out the increase in mandatory certification laws requiring examinations for quali- 
fication as assessor. Sdme slates how have qualification requirements for appraisers as well. But Welch 
gave most emphasis to the emergence of reform of assessment ratios. He cited 40 states as having ratio 
studies "being conducted with some degree of continuity." *V 

* - ' * 

On another front, tjhp Education Commission of the States adopted the following resolution on 
property tax assessment at its Annual meeting held in July, 1&71, in Boston. Because it states the prob ; 
lem so succinctly, it is re'pripted here in .full: 

• <> • 

RESOLUTION NUMBER VI 

t 

WHEREAS Public education has and does depend upon the revenues derived from ad valorem . 
property tax* as a principal means of financial support; and 
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WHEREAS meat disparities in educational opportunity result fioui such de|>endence upon prop- 
erty tax beiause of the inevitable unequal distirbution of children and taxable wealth and 

* 

WHEREAS to offset .such unequal distribution of cliildicn and, taxable wealth the states ha\e in 
varviug degrees provkljd programs of s«atc financial aid designed to equalize educational 
• opportunities l>v 'increased state fi&mciai aid to poor school districts; itnd 

V . . \ . - . " 

WHEREAS Lull equalization programs must necessarily be founded upon the assumption that 
local property taxes arc fairly and equal!) levied and collected and that the revenues deri\ed 
drerefroru icprcscut a fair and equitable sharing ot the tax>burden on all property owners 
directly and indirectly, or on all property users; and 

WHEREAS the realities of unequal assessment of property values and unequal tax lates under- 
mine the validity of the assumption that there is an equal sharing of tax burldcns foi educa- 
p lion by property owners and users; and 

*s WHEREAS unjust distiibution of ihc tax buWlcrr for the financial support of ydiuation threatens 

to cause reduction of proper .support for educational needs. 
f • » > « 

NOW 'THEREFORE. BE IT RESOLVED that it is the position of the EducationJ^nnnission 
of the States that states adopt a system of financial aid to local school distiicts which in fact 
equalizes educational oppoi utilities and i educes reliance upon propcity taxes for the support 
of education; and ^ 

BE IT Fl'RTHER RESOLVED that it is the further position of the Education Commission of 
the States that siuh state systems of equalized financial ard include mandatory equalization 
9 y of property tax assessments and rates as an integral part* of such system. 

The proposed reforms have not been adopted on a nationwide scale by any means, but some 
states have made marked, progress in this direction, Efforts to correct the inequities have been de*> 
signed and implemented in an increasing number of states. * 

Property assessment is entirely a function of tire state in Maryland. State supervision of assess- , 
ment practices is law irr Florida. California luis adopted advanced techniques utilizing computer 
services and has achieved a high degree of accuracy in appraisals. 

Some states have dealt vvitli the ratio question effectively to produce uniformity throughout 
the state. This pertains to the problem of varying assessments based on differences between market 
value and assessed valuation. There can be no uniformity of assessment within a state where one 
political subdivision assesses at a different ratio of market value. " 

Even the courts have acknowledged the vastly differing amounts of revenues that were being drawn 
front districts and counties but which were nevu considered U> amount to a denial of equal pro- 
tection or due process. These were merely matters under the state's authority to regulate its own 
schools^ This was clearly die answer when a challenge was made to the school financing statute in 
Illinois. The U. S. District Court in Milmm v. Shapirio, y * although referring to the "variations in 
school districts' assessed valuation per pupil," found the school legislation to be "... neither arbi- 
trary nor, docs it constitute an invidious discrimination. It therefore complies with the 1 1th Amend- 
ment/' 

But the Aft/mm line of cases is probably over except for the vestiges that appeared in Rodriguez?* 
lire Rudiigutz court found no difficulty in the patchwork. quality of assessment and revenue gather- 
ing in Texas. * 4 

ASSISTANCE TO STATES; FEDERAL INVOLVEMENT 

In 1972, the Advisory Commissiorr on Intergovernmental Relations completed a study at the re- 
quest of President Nixon on financing public education and its intergovernmental implications, as 
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well as pro|>crty tax relief. Part^ of that study deals with federal aid as a means of correcting intra- 
state fiscal dispariticss/The commission stated the problem as follows: , % * 

Specifically, the issue for national policymakers is that — should federal 'aid t 
be extendetiv to the -states in order to encourage them to place their local 
school districts on :i more equal 'iisai! footing? w » ■ » • 

Arguments presented for federal involvement were:- ' 
~ / ' \ 

v (1) The national interest in education. Equalization of school distnets is in the national inter- 
est l>ecaicse of "the increasing interdependence and mobility of oiii nation's population." 



:e resoun 



(2) It will take a long time before most of the stale* on then oxon initiative, equalize resources 
among school districts . . .Reasons why it^would take a long time are: 40 

• Fii\st>state leadership faces the distasteful task of trying to convince an in- 

* creasingly* hostile public £J the need for more taxes. 

Second, the represeittaj^ves from the wealthier districts must be convinced that , * 
the pooicr districts should receive the lion's share of the additional state tax 
revenue. 

« 

Third, the representatives of the wealthier districts must be asked with in- 
creasing frequency to acquiesce in legislation that places a lid on the amount 
their local constituents can spend on schools. . , * * 

■ » 
Fourth, rightly or wiongly, there is fear that any basic change in financing 
will threaten "locajf control" of education. 41 

» 

(3) "A limited federal aid intrastate school equalization program would strengthen; not weaken x t 
our federal system " An equalizing grant would pcimit use of money for any purpose as long as the ' 
federal legislative guidelines for equalization were met. "A state like Hawaii which has eliminated ■ 
interlocal fiscal disparities . . . would not be depri\ed of the benefit of the aid program/ 

Arguments agL'nsl federal involvement: ' ^ » ^ 

(1) State responsibility for intrastate equalization. "The states have plenary powers in the edu- 
cation field . /' and there are sufficient options for a state to achieve equalization on its own. 

(2) States die making good progress on the equalization front. 'The added spur o£ school finance 
litigation should intensify 6tate efforts of this kind," and . . theie is no reason to believe it will be 
turned around/* States have ieduce^Telispaiities by. ieduting die number of school districts. 

(3) The federal government should be tvary of pushing more dollars into present educational 
programs If funds arc to be given to close "achievement gap,"" they should be directed toward "other 
factors." » ' 

The commission took the traditicuiaLj^psitiou '". . . that school finance reform and property tax « 

relief and reform should remain the responsibility of the states." 42 

" /* 

However, the arguments for such federal aid were, with some exceptions, enacted into law in ' 
Section 8>12 (set Appendix VII, page 12) of the Education Amendments of 1971 (HR 69). This section 
is titled "Assistance to States foi State £qiiali/ation Plans/" The amount of assistance is (§100,000 to $1 
million) will be granted to a state as a iehnt>ursement foi the costj> of development and administra- 
tion of an equalization plan. Final appiopriations had not yet been made at publication date. 
The US Commissioner of Education is charged with developing guidelines, and submitting them 
to the president of the Senate and the speaker of the House. The mandate 19 the commissioner is 
a tough one. The law calls upon him to define the piinciples of "equality of educational opportun- 
ity" and to define the iequiiements of the 14th Amendment in this regard. The first of these tasks 
has been attempted by many authois and tliiukeis with geneially ambiguous results. The latter task is 
a safari into the judicial jungle of equal protection and due process. 

If ever a U.S.<\Supreme Court decision was disregarded it was Rodriguez. It has had iimited 
ramifications up tcriLU point in time. (Texas is busy ie-evaluating its svhool .finance structure and even 
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its constitution.) Throughout the Rodriguez opinion, the court insists that education is a matter 
for the states and that local control is paramount. » 



* In an era that has witnessed a consistent trend toward centralization of the 
functions of government, local sharing of rcsp6nsibility for public education 

\ 



has survived. 4 * 



TJhe court majority concluded its opinion with '*pra v tical considerations*' as to the upheaval 
that might have occurred if it had affirmed the lower court and overturned the Texas school finance 
systems. But the cuutt indicated that its intent was not to dampen reform b) legislatures. Statue legisla- 
tures, that is. ' " • 

; i ' ^ # 

Whether centraliiatipn of the equalizing tunction, which has been strictly a state-local under- 
taking, will mean a los6 of control to school .districts will depend in part on the guidelines set by the 
U.S. "Commissioner of Education with Congressional approval. . 

It is interesting to speculate what may develop, who wfrf appear at the hearings, on the guide- 
lines and whether states will submit their equalization plans with the approval of their own legisla- 
tures* Will the federal law speed up the process of equalization or could it still be delayed by 
political battles? What happens to states that have successfully equalized without federal assistance? 
States with potential mineral wealth to the extent that property tax support may not be needed? 
States with untouched surplus in their treaury? States witb a variety of assessment practices? 

. ' 

The commissioner will liav? these issues to cope with as he writes his guidelines. The concern of 
the applicant states will be directed to the standards of equalization required. W^pn the Serrano 
court examined acceptable standards of equalization that would be in keeping with its decision, it 
virtually threw up its hands. Alternative plans presented to that court included full state funding, 
district consolidation, removal of commercial industrial property ^iom school tax rolls and district 
power equalizing. But the court did not prefer any one of these arid a\ered that such selection was 
not a function of the court. In fact, any of diese alternatives could reduce interdistrict disparities, but 
there is another alternative worthy of attention: statewide property tax. 

. - <f 

STATEWIDE PROPERTY TAX 

Statewide property tax must not be confused with full aate |unding, which pertains to state 
assumption of costs as well as to the allocation of resources. A statewide property tax pertains only 
to equalization of revenues. 

In projecting a plan for the states that would produce federal-state grant coordination or a fed- 
eral general aid plan, Charles S. Benson, proposes a statewide propeity tax allocated to districts as 
teacher salary grants. Since teacher salaries are the major p<ut of operational school costs, the sugges- 
tion is applicable to our discussion here. Professor Benson comments: * 

Only the device of a statewide property tax can cause rich districts to make 
a proper financial contribution to the support of school serviced. Once the 
principle of using a statewide property tax had been established, the state 
would determine the rate on the simple Criterion of what proportion, roughly, 
of the costs of local educational services should be placed on property and 
what proportion on other state taxes (sales, income, excise) . The estimate 
. would be approximate because local districts would be free to set 'rates in 
excess of the statewide rate (indeed, they would find it necessary to do. so), 
and just what rates they would decide to set in any given year would not be 9 
precisely known. However,. an approximation is all that is needed to guide 
state policy on this point. If the states agreed to such a plan as this, the federal 
government would have reasonable assurance that its general-aid dollars were 
\ serving (1) to increase the flow of educational outputs and (2) to gain a 
more equitable distribution of school costs. 44 

This offers one suitable answjecfor applicant states under Section 842 of the Education Amendments 
of 1974, as well as for the commissioner of education in the preparation of guidelines. 4 
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• Some of the school finance issues that l;a\e been raised ire: (1) unequal t(*x burdens, (2) ob- 
taining the fcoal of \i thorough and efficient s>j>tein of free public school*,'- (3) urban problems. 
(4) ii\tcrdisirict differentials in school tax rates, (5) political influences on school finance, (6) the 
futility of redristricting ta ; achic\e equali/ation. (7) fluctuations in assessed valuation caused by eco- 
nomic change, (S) the uncquali/cd alldUiion of revenue from natural resources, (9) the distribiK 
lion of pupils by income and poor pupils living in wealthy distiicts, (10) -inconsistent propem tax 
assessment, (II) varying assessment rati6s and (12) the'basis fur fedeial incentive cquali/atioi/aid. 

ft There arc strong arguments that a statewide piopeit\ tax, nroperl) administered. wquIcI remedy 
each of these problems. , \ ' 
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APPENDIX 1 

„ t 

Full State Funding — Arguments* Pro and Con 

\RU MlNlVlOR H II. M VIE W'NDINCS 

I he arguments toi lull stale funding aie laigcl) fiscal 01 iclate to that area. - 

1 K^M/VIION OF I HE HS( U PROVISION FOR F.IM'CA HON 

Kadi vcar brings a «M alt i diswcpa.uv in school expe nditures between Jtave districts and hav.cwiot districts. 
In I%Ot>f the range of expenditures in education was from $32.1 to 51.019. In I%<>-70. the range was from 
$034 to SHWII WlmiT the range in inu eased In S700 and when one district is able to spend three times a* much 
as .mot lit i it is diftnult to establish that ctjnal e.pportuiutv cxisK* \n old lule of thumb is that the Mate finance 
svstem should ensure that iio distiict in the staie spends moic than 1T> percent more than auv other While this 
max hast been houoicd mute in breath ihao m the ubscivaitu. it pi oxides a handy benchmark against which 
to ass-.vs fiscal piosiMons * 

2 PROPER H I \\ RELIEF ' * 

Pc i haps the Wron^o/ »ogio**rW foi statewide assumption of costs is (hat it would provide some rdicf to the 
proper! \ la* I he propertv tax has leached <tltm>>t tonftuaton fa'd* in some communities particularly the 
ptfa'ft Mthu b I he proputs iax has aKo readied and exceeded the constitutional tax limits in mans cities. 
I his is in itself a strong arguiifcnt foi statewide assumption of costs, btit perhaps e\cn more important is that 
ih. In aw ln*tf*tt\\ttt\e* fit Hue* toiitt*l>ut* to the mttttmted dele nonunion of the city* It is more profitable 
to let old piopulio dc (morale lather than tu impruu them < mi f>a\ the uu reused property taxes on the im 
piosed propc rts - , 

1 IMPROYKMEM OF PROPERTY I \X ADMIMS I RATION 

Still anothei argument fur sratcwidc assumption of costs arises from the, assumption that some propcits tax 
would base to Ik lesied in oidci to raise sufficient revenue to suppoit -x-ducatiuii. Such being the case, if the 
state collects tin. tax. impiosciuuits in its administration would beiome almost inesi table, and inequalities m 
assessments, lack of cffcctisc admin ist ration and trciiicudouslv tarsiiig rates would base to be corrected. 

4 IMS IRK; I REORC WI/A HON U 

One of the most important concerns of an\ local government is to be sure to achieve the sue which is ac|e» 
quale to efficient operation School distiicts in New York State base been consolidated continuously oxer mai)\ 
sears. Where forme rh there were I0.(XX) and more districts in the state, there arc novs some 700. Tins is a bet- 
ter record than an\ othci fonn of local government, but there is still -room for considerable improvement. 
\Vl"le statewide assumption of tosU wmdd tu>i ao* tumatically guaiantcc districts of efficient sizc.it would* proside 
a strong impetus in that direction. 

V \ MORE PRODI OI IVE I \X BASE 

If public elementary and secoiidari educatiou is tc continue to serse the wide sancty of functions it has as- 
sumed oscr the \eais. iucrcas.d rcsenties arc goi'.g to Ik xerv badly needed. With a declining tax base, a tax 
wlmh i\ rcgrcsMic and which is levs icspousiv to diaiiging economic conditions than the two other forms of 
taxa'iop income and sales -education is at a considerable disadvantage. Vet it ts not feasible in most instances 
to lew a local sales tax for education, or a local income, tax for education. This would simply widen the 
existing discrepancies in revenues. I lie moie ptodiictiscv^taft tax base must be used. 

li IMF NEED FOR COMPETITION FORxIAX RESOl RCF;s 

* Local districts now ha\e maximum discretion in the use of general purpose funds In almost all districts,* the 
board has been cons i need of the need to exceed th* shared com ceiling and* in turn, has convinced the com- 
mun its that this is nccevsarx I anal hoards then put great pressure on legislators to increase the ceiling and to 
reduce the local proportion of the cost in the name of property tax burden and the whol^cycle statts again. 
I hen is a strodg argument thataht decision to increase spending .should lest at the texcl which ultimately must 
proi idi the funds * 

7. \u:ot N I \BII.I I Y 

Public elementary and see on dais education in New York State is held accountable through the protision of* 
clcctul boards in most districts, and appointed boards in some cities. An argument closely allied to the one 
Jm>\c holds that educational needs should be weighted alongside the needs of other services by officials ac- 
countable for the full gamut of services Those who argue in this vein hold that this can best be done at the 
state lesel Onlx at ibis Use I. thes bold, do officials base the taxing power and spending responsibility to make 
the decisions needed to allocate limited resources among unlimited needs. 

\ natural corollary to this argument Would be that either the commissioner or the State Board of Regents or 
both should lie responsible either to the governor or to the legislature. 

8. STATEWIDE SALARY SGHEDIT.ES * i" 

A statewide salary schedule could be considered cither a boon or a bane,' Former Commissioner James E. 
Allen considered it a boor. "Fixing salaries on a statewide base would provide an additional incentive to 
teachers to remain in the cities or in rural areas lather than to migrate to the wealthier suburban coininu* 
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nities foi the higher salaries paid there. Inasmuch as the suburbs have other incentives to offer, this would 
not be ejected 10 be a serious deterrent to the quality of education there. It could be expected' to increase 
the quality in Tural areas and in cities/' 

Statewide schedule* would also eliminate the whipsaw maneuvers mm -engaged m by both boards and teachers, 
either- to hold salaries down or to increase them. 

Sonic people sec statewide schedules fn quite an opposite fashion. however. Teachers in districts with the best 
schedules would undoubtedly see ,a statewide schedule as limiting. Certainly if collect i\c bargaining were tians- 
ferret) to the state level, work stoppages would not be confined to one or several districts. 

Education throughout New York State could be $hut down. Teacher militance would undoubtedly increase in 
mam areas of the state as statewide leadership built up pressure for increased salaries and benefits, The final 
decision as to salary <c\£l would be centralized and would without doubt finally be made in the governor's 
" -> office. ' 

9. KEEPING I P WITH THE HIGH*IXCOME SUBURBS 

The high income subuibs arc able to aehic\c high expenditures for education, thcrc'arc a number of districts 
spending in excess of $1700 pq WADA (Weighted Average. Daily Attendance) for operational expense. The 
poorer suburbia re caught in a bind and to some degree the cities arc also. They must strain tl\eir resotmes to 
</ffci computable salaries and at least teasonably equal working conditions. High tax aid was instituted to cope 
with this situation. The Unequal distribution of resources makes ior grossly varying expenditures, * 

10. RACIAL INTEGRATION TO BE ACCELERATED 

A basic problem in present jday school operation is the increasing .growth in central cities and a few suburban 
immunities of ghettos. Present taxing laws which make it more profitable in high tax areas to let property 
deteriorate than to improve it contribute to this. Inevitably, the imposition of equal property taxes and espe- 
cially lower property taxes would slow down the middle class flight from the city. J 

11. REGIONAL. AND METROPOLITAN DEVELOPMENT 

One of the banters to present regional development arc the tax advantages in ore community as against the 
* othci. Statewide financing of education will eliminate such advantages and* coniubutc to the quest foi efficiency 
in operation through encouragement of regional development. 

12. PROGRAM ACCOUNTABILITY . ! • 

One of the great problems m present da) education is to find broad enough measures to provide the basis for 
^eost benefit analysis of educational programs. Presently, provisions for accountability are confusccf by the fact 
that funds arc raised locally and therefor boards of education arc deemed to be careful!; watching the results 
of these cxpeiidtturcsrlf funding is shifted to the state level, there will be .great prcwurc now long overdue to, 
insure that programs arc effective. * 

13. A MORE ORDERLY DEVELOPMENT OF THE METROPOLITAN *AREX**J 

Presently, all mctroDojuan areas arc excessively fragmented by vanous governmental jurisdictions, while at the 
same time the larg* oM^I cities may be too large for local citizen concern and control. Statewide funding of 
the school systems should facilitate the breaking down of barriers due to zoning. It should facilitate the placing 
of responsibilities on cither a ^regional basis or on carefully defined rather than accidental local bases. 

14. MORE LOCAL CONTROL " [ 

If boards of education no longer have to pay close attention to local taxes and determination of salaries w *th 
now occupy so much of then time, they should be able to devote then energies to important program considera- 
tions, thereby insuring a piogram which is planned and developed with> a maximum of local citizen input. 



ARGUMENTS AGAINST FULJ- STATE FUNDING 

There .tic also arguments against statewide assumption of education costs. While the arguments 
foi statewide assumption are primarily fiscal in nature, the arguments against lie in the area of de- 
sires of people for local control. „ ' 

I. REGRESSION TOWARD MEDIOCRITY 

There is a wide range of expectation concerning education across the state, from that in some relatively 
benighted, communities .to thai in communities where the majority of the population sees education as a means 
of achieving a fuller and muc productive life. The people of such a community want a school system which 
will provide the broadest kind of education for thtir children. The costs in these different communities under 
local control would be vastly different. Under statewide, assumption of costs, the costs would be approximately 
equal, and the community which desired the most would only be able to spend at approximately the same rate 
as the community which desired the least. Education might well 'he improved in the one community, but be 
seriously hampered in the olh.r. This movement toward mediocrity must be thoughtfully considered. Mono* 
lithic stfltc leadership could lead to egalitarian mediocrity in the words of Governor Peterson of Delaware. 

2< LOCAL CONTROL VERSUS BIG GOVERNMENT 
%• * 
, ( It bas been said repeatcflly that there is a strong tradition of local control in New York State because of a, 

relatively effective system of state aid and because of the lack of requirements as to how the money will be 

spent. School districts cn Ncfw York State have enjoyctl for many years a great deal of conuoi over educational 



cxpendituics. As pcnons who hasc inoscd from out state to another can attest, schools in New York State are 
more effettne than those in othci states. It is to be expected that man) persons seeing statewide financing as 
another form of big government taking o\cr the making of .important local decisions, would resist it as such. 

3. THE "LIGHTHOUSE" SCHOOL SYSTEM CONCEPT . " 

The chief argument fo providing aid which is. not earmarked for special purposes is to enable com mui.i ties 10 
make their .own decisions and in turn insure tjiat what the best and Vises t, wish for their children in the was 
of education will be attainable at least in some ^communities. The "lighthouse" school concept has Resulted in 
many well supported and high quality school s\ stems in this state. The leadership established in these com- 
munities has caused the general lc\el of edmatioti expectation to rise. This is thought by man) to beonc.of the 
strongest factors in bringing about a top notch system of education in New York State. Destruction of "light- 
house" school systems in the state could wclf be a loss wh s ch would cSiaiigc the chara^cr of education in the 
state.,* ' * 

4. REDISTRIBUTION OF RESOURCES s * <? 

' c 1 

There is not much question that ir^auy suburban communities' would oppose statewide .financing. Residents of 
these communities pay liea\y state taxes and it is not fikcl) thai. their burden of taxation wc*dd be lessened, 
but the* high expenditures which now exist for their own children might be reduced and some pf the money 
which is spent irt their own eou>~» jph) used to support education in other communities. If this is not the case, 
then greatly increased -taxation for education would be inevitable. « 9 

5. FLEXIBILITY 9 ^ J / . 
Although theoretically not necessary, centralized financing might wjrll lead to rigid allocation formulas. Rtgtd 
allocation and buteaucratu red tape hamstrmg* /otn/ irinounf top. The educational establishment «. a!«eady ac- 
cused. both from within and without, of net being responsise. Without the necessity of raising money locally, 
one more asenuc of communication and one more source of ideas is blocked. „ ■ 

*6. THE EFFECT OF STATE AID ON LOCAL FINANCING ^ . Cl 

Campbell and Sacks of S)racusc bnhcrsity Jvavc indicated thai state aid i/. to a considerable* degree, additive 
to local effort. Such being the case, a shift to full state financing might well reduce the future total of funds 
available for education. Campbell states in a recent paper delivered to a conference sponsored by the Educa- 
tion Commission of the States, In general, the highest state local expenditures are found in state-local govern- 
mental systems whjch assign high expenditure responsibilities to their local govcu.merts wh 1c maintaining a 
large flow of funds from the state level to local governments." To what extent state funds arc additive anrf 
how this varies with the mrx hasn't been clearlv defined. Jt is clear from observation that high-income areas in- 
. crease expenditures even with large infusions *of aid to a greater degree than do poorer areas and that the phc; 

iiomenou is more apparent where (here is less competition for the tax dollar. . 

New York State Education Department, tult State Fun'dtug of hlementaty and ^Secondary Education tn Aeu York State, 
February 1972. pp. I8,2:». * " . • ? 
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APPENDIX II 



Full State Funding in Canada 



Politically, the issues arc somewhat different in the piovince of NVw Bi unstick in Canada, but the New \ork 
bulletin states: , » * * 

s' . . the basic problem faced up to in New Brtinswick^that which is the basic problem in i 

, * New York— the wealth of state when divided up in small competing areas is not available \£ 
* • * <• equally in the stated • ' 

>!ew Brunswick's effort has }>ecn ditectcd toward bringing rural education up to urban standards rather than the 
ivpical United States problem of bringing urban standards up to those of wealth) suburban areas. 

In 1967. the New Brunswick Schools Act placed responsibility for the provincial schools in the central authority of 
the department af education. The ministei Of education is an elected representative of the people and has two deputy 
ministers, one English speaking and one French faking. Six branches — field services, administrative services, ychool 
building services, curriculum, library? and vocational' services — centra!!? administer these areas. All cost of education is 
paid bv the province The 422 districts ha>e been consolidated inio 33. Also. sniall-at.cncJance schools have been con- 
solidated * •» 

School hoards exist in the 33 districts. The chief functions of these boards arc to submit the annual -budget to the 
Jtpanrihnt of education, to employ school personnel, to disburse funds received from central autuonty and to admin- 
ister the education program. District superintendents are locally appointed and responsible to the school board. 

Although school boards arc, like the municipalities, creatures of the legislature and must 
# act accordinglv .to the acts of the legislature, the relationship between the provincial de- 

partment of education and school boards is not a simple one of giving or folio wing^inst ruc- 
tions. Rather, it is. or can be, a positive working partnership basal on, trust, respect and 
shared goals in education, ar r ivcd at through cooperative effort and consultation. 2 

In 1973. a ComrnlTtec on Educational Planning of the Department of Education created the educational system as 
Implemented the 1967 act and made recommendations that may receive consideration from the New Brunswick Legisla- 
ture during its 1974 session. A part, of the committee effort was directed entirely to finance. 

The committee indicated in its report that, at that time, there were no adequate statistics or information upon 
wh.ch u> make an accuiatc assessment of the total effectiveness of the system under the 1967 act. How'evcr, it did focus 
on the* >cry problem of loss of local control jvith which we are con cental here: 

* y 
^ yQ"^ 33 **^' ° f $Vstcm 5 a?ccame apparent immediately, and jhat is the feature whereby 

trie present *s>stem places all the stress and responsibility upon the centre, contributing to * 
a discncnaftmicnt on the part of local school administrators, board members and personnel 
of the pepartment of Education regarding their respective '"roles. 3 

The most pertinent recommendations dircctal toward this aspect were: 

Recommendation No. 6. 

Establish the provincial pcr-pupil cost of education on the basis of the preceding years 
* f. audit and assign funds to districts accordingly, with districts below a pre-established norm 
■» . to ieceivc equStv grants based upon ncal an:! documented submissions. 4 

Recommendation No. 8. 

Transfer *a greater degree of^awhoritv and autonomy to-scimoFhoardsValtcring the Schools 
Act to^ require more accmintability^juTd^nsr^ boards. 5 

Recommendation No. 9, , . 

Release to districts the guilds and responsibility for the administration^ major repairs to 
buildings and facilities.* . 

Recommendation No. 12, * 

Relegate to school districts the responsibility for all purchasing ^nd encourage them to 
* a\ad themselves of ptiblic tendering for. as well as bulk purchasing of, supplies and equip- 
j nient, 

' tWr^mnendation No 13. ** 

Subject ,to the approval of district residents, enable school boards to introduce operational 
or capital programs supplementary to the basic program. 7 

Throughout the 2B recommendations tuns the idea of The need fui some decentralization. How great the disenchant- 
ment reform! u» in the report was. wc du nut know Neither do we know' how jmpojtaut it is to restore local authority. 
However, it docs appeal In the rcpoit th.H the equalized assessments ojpon real p^crty ipay be producing near maxi- 
mum »irld"^Thil is in reference to statewide assessment. What wc can do is to, respectfully observe and leaqi what may- 
be Oir best sbluffon yet. once the time of trial and error is past. 
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\ - * ^otes 

1: New York StaU. Education Department. Full State Fundttig vf EUmemary and Secondary Education* tn Netv )tork 
State, February 1972. p. 23. ' * / <3 

2. Education Torn^rrou, A report of the Ministers Committee on Educational Planning (New Brunrftics. Department 
of Education, October 1973) , p., 1(5. x * 

3. Ibid , p. 80/ / v • 

4. Ibid,, p. 83. / 

5. Ibid., p. 81. e> 
•6. IMd„ p. 86, - • 

7 k Ibid., p. 87. - » 
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/ * APPENDIX III 

* . - * Equal Protection » 

. *" "Nor shall any state , . . deny to any person within its jurisdiction the equal 

protection of the laws."' * 

In cases attacking a state school finance system and in which that system is challenged as deny- 
ing certain classes equal protection undei the 14th Amendment of the United States Constitution, it 
must be remembered that the 14th Amendment reaches only the action of states and not individuals. 
Therefore, it is necessary to find discriminatory state action. T[ie stated laws must be equally ap- 
plied to all members of the same class of persons. „ 

School districts are creations of the states, school officials are state officials. 

The court will examine. (1) The nature pf the class which pleads discriminatory treatment. That 
is, it will examine the "character of the classification." .For example, "poor children" in a "poor 
district.*' Classification that is based on wealth, 3 race" 1 or sex 4 will be considered as 'suspect." (2) The 
relative^ importance to the individuals in the class of the governmental benefits they do not receive. 
^3) The asserted state imprest in support of its classification. 5 The court applies different criteria 
according to the kind of deprivation claimed. 

Economic and commercial matters will be given a presumption of validity and will require only 
a test of rationality. Constitutional rights, either explicit (freedom of speech) 6 or implied (right 
to travel> r described as "suspect" or as 'fundamental interests" in the schopl cases, if given that 
status by the court, require a "strict scrutiny" analysis by the court. 

Notes 

1. United Sratcs Constitution. Amendment XIV. 

2. Griffin v. Winois, 35! VS. 12 (!?56) * 

3. Loving v. Virginia, 386 VS. I 87 S.Ct. 1817, 18 L. Ed. 2d 1010 (1967) . 
•k Reed v. K<r<rrf, 92 S.Cl. 251 (1971). 

5. Dandridge v. Williams, 379 VS. 520-21 (dissenting, .pinion. Marshall) 

6. Police Department of City of Chicago v. Moslcy, 408 VS. 92 (1972) . 

7. Shapiro \, Thompson, 394 VS. 618 (1969). 
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APPENDIX V 

♦ . * 

. CALIFORNIA" FOUNDATION PROGRAM PRIOR TO ENACTMENT OF SB 90 
• | (effective DECEMBER 26, 1972) and AB 1267 (effective 1973) . 

• ' AND AS IT FOISTED AUGUST 30, 1971, WHEN THE 

CALIFORNIA SUPREME COURT DECIDED SERRANO I 

Basic Aid (l) 

0 t Foundation Program » [Article IX, § 6, Equalization Factor (2) 

Kind of District Mini mum California Constitution) (Computational Tax Rate), 

Elementary $355. $J25 $\7)Q per $100. 

Secondary , 488. ' J25 .80 per $100. * 

(3) -f. Supplemental Aid to extremely poor school' districts r 

(4) -f./ i > ermissi\e tax o\errides -f (5) Voted tax overrides 



(EQUALIZATION FACTOR + BASIC AID) — (FOUNDATION) t = 
STATE EQUALIZATION AID 

" SOURCES OF REVENUE 1968-69 * . K A AUTHORITY 

1- a 

$5,7% Local property taxes , Article IX §6. California Constitution 

355% State funds (income and sales) • 
_J6.1% Federal funds^ # > 

2.7% Miscellaneous sources 

DECLARED INVALID, inajui determinant uf educational expenditure^ was wealth uf school district as measured by 
assessed value of its rqal property. Denial of equal protection of laws. < ^"N 

Slippage Factor p, 13 
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CALIFORNIA FOUNDATION PROGRAM SB^SO and AB 1267 AS fr EXISTED 


1 




APRIL 10, 1974, WHEN THE SUPERIOR COUR'I WROTE ITS MEMORANDUM 






OPINION 






\ ~ " — 






FISCAL YEAR 1 973 7-1 » , 






* houndatwn Pioguim Equalization Facto) . 
Kind of Dutiict Mutt taunt Hasic Aul (Cotnputatic^nl Tax Hatr) 




* 


Elementary $7<». $12-,. 2.23 per $100 AVPP 
Secomlarv - <r,<>. \<>y !.fi< per $100 AVPP 




• 


'Voter tax overrides— imliiuilctl 

Revenue-limits tomrol ft-atuic . 
Guaranteed total foundation progum— <Imsic aid + equalisation fauoi) = Maic equalization aid. 






SOURCES OF REVENUE — 1973-74 (approximation) 






" 50.% Local piopert) taxes 
43.% Slate funds J 
7x% Federal funds and othei 






DECLARED INVM.ID: Substantial dispantus in per pupil riunues and cxpenditute* remain because of the substan- 
tial variations in assessed valuations of taxable property between school districts." (p, 101) • 


i 




/ 




- 


\ 




* 


» * 

• 

< 


» 




♦ * 

* 

< 

» 


* 


£££ 


46 41 - • 





APPENDIX VII 



Assistance To States For State Equalization Plans 

SEC. 842. \a) <I> An) State desiring to develop a plan for a program of financial assistance to local educational 
agencies t tn that State to assist such agencies in the provision uf free public education may, upon application therefor, 
be reimbursed fur the development, ui admimstiatiou of such a plan in accordance with the provisions of this section. 
Each plan developed pursuant to. or which meets the requirements of, this section shall be submitted to the Commis- 
sioner not later than Jul) I. 1977. and sh;alL subject lu the provisions of this section, be consistent with the ^guidelines 
developed pursuant to paiagraph . Such plan shall! be designed to implement a piogram of State aid for free public 
education — - «fc 

(A) which is consistent with such standards as iu<*\ be required b) the fourteenth article of amendment to the 
Constitution: and . *-" $ 

4 

<B; the primary purpose of which is to achieve equality oC educational oppoitunity for all children in atten- 
dance at the schools of the local educational agencies of the State. 

(2) The Commissnjrrti shall develop guidelines defining the principles set forth in clauses (A) and (R) of para- 
giaph v l> . Not latei than April 1. 1973, the Commissioner shall publish such guidelines in the Federal Register and sub- 
rnit such guidelines to the President of the Senate and the Speaker of the House of Representatives. 

« 

»3> During the sixty day period following such publication, the Commissioner shall provide interested paities with 
an oppoitunity to prcsciii views and make recommendations with .respect to such guidelines. Not Hater than July 1. 
1975, the Commissioner shall ^A> republish such guidelines in the Federal Register, together with any amendments 
thereto as may be merited and publish m the Federal Register a summary of the views and recommendations pre- 
sented by interested parties under the preceding sentence, together with the comments of the Coinmissionci respecting 
such views and recommendations. * . „ ^ 

(4> <A> The guidelines published in accordance vvjth paragraph (3^, together with any amendments, shall, not 
later than July 1, 1975, be submitted- to the President of the Senate and the Speaker of the House of Representatives. If 
tithci the Senate oi the House of Representatives adopts, prior to December 4, 1975. a t resolution of disapproval of such 
guidelines, the Commissioner shall, prior to December 15. 1975, publish new guidelines. Such new guidelines sttftil take 
into consideration such views ami policies as may be made in connection with such resolution and shall become effec- 
tive thirty days after such publication. 6 ' 

A resolution of disapproval under this paragraph may be in the form uf a resolution of cither the Senate or 
the House of Representatives oi .such, resolution may be in the form of a concurrent resolution of both Houses. If 
such a resolution of disapproval is in the foun of a concuuent resolution, the new .guidelines published in accordance 
«rith the second sentence of subparagraph <A> of this paragraph shall be consistent with such policies as may be estab- 
lished by such concurrent resolution. * 

<C> If each, of the Houses adopts a separate resolution with respect to guidelines submitted in accordance with this 
paragraph foi any year and in connection therewith makes policy statements which differ substantially, then such dif- 
ferences may be resolved by the adaption of a concurrent resolution by both FIouscs. Any such concurrent resolution 
shall be deemed to be adopted in accordance with subparagraph (B) . 

s bf Any State developing a plan puisuani to this section may reject any guidelines developed and published under 
subsection <a> of this section if such State, as a provision of its plan, states the reasons for each such rejection. 

v ic> \\ f Each State that develops a plan under this section shall be reimbursed for the reasonable amounts expended 
by the State in the development or administration of such a plan based upon the ratio of iht population of that State 
to the population of all States except that no state shall receive less than $100,000 and no Siatc shall receive more than 
$1,000,000. 

(2) For the purposes of this section the term "State" means the fifty States, 
Eleincntarv pm\ Secondary Education Amendments of 1974, Sea. 842. 
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